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Who Needs Biomedical Information?

Discovery Research
N e—

UNIVERSITIES
GOVERNMENT AGENCIES
MEDICAL CENTERS

Drug Research

BIOTECHNOLOGY FIRMS
PHARMACEUTICAL FIRMS

Early Stage Diagnostics

COMMERCIAL LABORATORIES
UNIVERSITY MEDICAL CENTERS

Clinical Research

MEDICAL CENTERS
CONTRACT RESEARCH
ORGANIZATIONS

 Laboratory Diagnostics
HOSPITALS '
COMMERCIAL LABORATORIES

"PHYSICIANS’ OFFICES
POINT OF SERVICE

Point-of-Care Diagnostics
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The human body speaks a language all its own.
Cells, genes and proteins vl us things about how the
body functions— each adding data to @ CANVAS Of
INfOrmarion thas can help us understand, detect
and treat human illness

~. You might call the DNA helix an outline for human health. This microscopic molecule serves
as the blueprint for human system functions, making it a primary source of information for
biomedical research.

. "But, the flow of information from within does not stop there. The human body also offers up clues
for treating and curing disease. Cells, blood and other body fluid components generate vital data
to help physicians diagnose and manage the progression of conditions such as human immuno-
deficiency virus (HIV), prostate cancer and heart disease.

Separating. Counting. Characterizing. Analyzing. Testing. Around the world, more than 200,000
Beckman Coulter instrument systems are working in laboratories to enrich our understanding of
the human body. These systems simplify and automate much of the detailed work done to extract
informartion about the body’s inner workings—to speed medical discovery; make inroads in clinical
research; and generate diagnostic data that can be used to save lives.
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Financial Highlights

: - . o - -
|

Years ended December 31, 2003 2002 2001 2000 1999
amounts in millions, except per share :
Sales - $2,192.5 $2,059.4 $1,984.0 $1,886.9 $1,808.7
Net earings* $ 2072 $ 1355 $ 1384 § 1255 $ 106.0
Basic earnings per share* $ 338 $ 219 ¢$ 229 $ 213 $§ 1.85
Diluted earnings per share* $ 321t $ 208 § 21 $ 203 $ 179
Dividends paid per share of common stock $ 0400 $ 0350 § 0340 § 0325 §$ 0.320
Shares outstanding 62.0 61.0 61.2 59.7 57.9
Weighted averagéa common shares and

dilutive common share equivalents ' 64.5 65.1 64.0 61.8 59.3
Total assets > B $2,558.2 $2,263.6- $2,178.0 $2,006.1 $2,095.9
Long-term debt, less current maturities § 6256 $ 6266 $ 7603 $ 8518 § 967.1
Number of employees at December 31, 9,882 10,013 10,094 9,695 9,520

*2001 includes a onej—tjme cumulative effect charge associated with a change in accounting principle of $3.1 ($4.9 pretax) related to the adoption of
Financial Accounting Standards No. 133, “Accounting for Derivative Instruments and Hedging Activities.” The 2001 impact on diluted earnings per
share was $0.05.

2001, 2000 and 1999 include $15.6 ($18.8 pretax) of amortization of goodwill and certain other intangible assets that was not recorded during 2003
and 2002, pursuant to the Company’s adoption of Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible Assets.”
The 2001, 2000 and, 1999 impact on diluted earnings per share was $0.24, $0.25 and $0.26, respectively.

2002 includes a $23.8 ($39.3 pretax) cﬁarge associated with a patent infringement settlement and related expenses. The 2002 impact on diluted
earnings per share was $0.37.

2003 includes: a) A restructure charge of $1.1.8 (318.5 pretax), or a diluted earnings per share impact of $0.18; b) A non-taxable credit of $28.9 that
when combined with the related pretax expenses of $20 ($1.2 after taxes) resulted in a net credit of $27.7 after taxes, or a diluted eamings per share
credit of $0.43. Thisiamount was related to the settlement of a dispute associated with an escrow account created as part of the 1997 acquisition
of Coulter Corporation; and ¢) A $13.9 ($23.0 pretax) litigation settlement received from Flextronics, or a diluted earnings per share credit of $0.21.

Lt A:';A&Q’F;M%rket:/||};:_;trumént Sales Mix Geographic Sales Mix

-~ Sales Mix by Buéisrjéss.Segrﬁ’ehi-:

LoB0%

/o osesiv

3% 26%

$789M

BIOMEDICAL RESEARCH: Systems, Instruments
DIVISION B and Software
R&D and Clinical Research

- Testing Markets >

70% I_ -' - 64%

$1,542M - . o ST $1,408M $1,353M
CLINICAL DIAGNOSTICS - After-Market Sales of Supplies, Americas
DIVISION = Chemistry Kits and Services

Patient Care Testing Market
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A Y&ZV .
in Review

1st Quarter

* Combined the Life Science Research and
Specialty Testing divisions to form the
Biomedical Research Division.

* Received a net settlement of $26.9 million in
claims against an escrow account established
in 1997 when Beckman Instruments, Inc.
acquired Coulter Corporation.

¢ Introduced the ProteomeLab™ initiative to
expedite protein research processes through
automation.

* Entered into a development and distribution
agreement with Cell Signaling Technology,
Inc. for flow cytometry reagents.

* Introduced the Allegra™ X-22 series bench-
top centrifuges, providing a space-saving
solution for smaller research laboratories.

2nd Quarter

* Signed an agreement with Biosite
Incorporated to manufacture a B-type
natriuretic peptide (BNP) cardiac test
commercialized by Biosite for use on

~ Beckman Coulter immunoassay systems.

* Shipped the UniCel™ DxI 800 Access®
immunoassay system, a state-of-the-art,
high-throughput analyzer for large
diagnostic laboratories.

* Shipped ProteomeLab™ PF 2D, an auto-
mated two-dimensional protein fractionation
system to enhance protein analysis.

Beckman Coulter 2003 Annual Report

Key new product launches, along with agreements
and business developments, allowed Beckman
Coulter to take strategic steps to increase market
share in the diagnostic laboratory market and
target the faster growing segments of the biomedical

research market.

3rd Quarter

* Signed an autoimmune disease test devel-
opment and supply agreement with Hycor
Biomedical Inc. for tests used on Beckman
Coulter immunoassay systems.

* Shipped the CEQ™ 8800 genetic analysis
system, doubling the throughput and
adding sample tracking capabilities.

* Launched the LH 1500 series hematology
automation system to boost lab productivity.

* Acquired the technologies of Peoples Genetics,
Inc., which may be used to analyze large
pooled populations—up to 100,000 samples—
of individual patient DNAs.

4th Quarter

* Signed an agreement with R&D Systems to
develop automated cytokine assays and to
manufacture assay components for use on
Beckman Coulter immunoassay systems.

« Shipped the COULTER® LH 500
hematology analyzer designed for

mid- to high-volume laboratories.

* Entered a settlement agreement with
Flextronics International Ltd., granting
Beckman Coulter $23 million in compen-
satory and punitive damages for breach of
contract and other claims.

* Acquired the assets of Q3DM Inc. including
a cell imaging platform, software and cell
imaging applications.

* Appointed Scott Garrett President and
Chief Operating Officer of the Corporation.
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Beckmzm Caulters business is in the laboratory.
. Ouwr products genemte results for customers who s pan the
bzomm’zml testing Continuum, from an academic
researcher explorzng the genetic roots of Alzheimer’s disease

to a dhysician hoping to rule out a eastvic ulcer.
pry. 4 g

Biomedical Research Division ($138)

MARKET DYNAMICS: Although the funding for biotechnology

and drug discovery has not been robust in recent years, the tide is
beginning to turn. Partnerships berween public agencies and private
enterprise, as well as government investment, are increasing the flow
of money to the industry. Volumes of data being generated in research

are translating into expansion in the clinical research market as well.
$3 SB 'MARKET Also in the clinical research arena, molecular pathology labs are
; ' emerging in medical centers.

* Clinical Diagnostics Division ($228)

O 'MARKET DYNAMICS: Around the globe, the goal in diagnostic labs
s the same: simplify and automate processes. But the reasons behind
.. the goal vary. In somé regions of the wortld, an aging population is
' causing an increase in hospital utilization, resulting in more testing.
" Yet; fewer and fewer people are choosing to train for laboratory

B Uus Z' 71€. S X) Segm e nts ;. professions, causing a shortage of skilled laboratory workers. In

developing countries, the introduction of more sophisticated health
care delivery systems and processes is creating demand for technologies
" that suppor higher levels of care. And everywhere, rising health care

costs drive the need for ever more efficient systems.
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Biomedical Testing Continuum

Discovery Research

Basic research is conducted to understand the fundamental processes
of human biology, in some cases focusing on the differences between
normal and diseased states.

Drug Research

Knowledge gained through basic research is applied to
develop biological and pharmaceutical vaccines and drugs
to treat disease.

Clinical Research

New treatments, procedures or medications are investigated
through clinical trials and other research activities to establish
their effectiveness and identify patient risks.

Early Stage Diagnostics

A scientific finding that has demonstrated potential diagnostic
value is transitioned from research to the clinical setting to
further test its effectiveness.

Laboratory Diagnostics

Data is generated from a patient sample, giving the physician
a more complete picture of what is happening inside the body
to aid in diagnosis and treatment decisions.

- Point-of-Care Diagnostics

Diagnostic tests provide rapid results at a hospital bedside, in the
physician’s office, in an emergency room or even in the home.

Our pr oduc LS, which range from rapid test kits
to standalone instruments to integrated workstations,
help laboratories streamline processes,

giving professionals more time for specialized tasks and

dramatically enhancing efficiency.




¢
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]ohn P Wareham
‘C}Jazrman zma’ Chief Executive O]ﬁcer

Letter
0 Our Suockholders

For the past five years, Beckman Coulter’s
Jfundamental strategies have moved the company ro
a reported compounded net earnings growth rate
of 18%. Our focus on growing the core business,
leveraging our tests and technologies around the
: 'Eio'mejdiml'continuum, and investing in high
" Lo potentzal opportumtze: is still the right set of
g smztegzes for success. To support these strategies,
| mrl_y in 2003, our organizational approach
- evolved to a two-division structure allowing us ro
improve efficiencies and leverage our distribution

channels in the biomedical research marketplace.
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Ifyou were 1o make a Sketch of our performance
in 2003, the lines would be drawn with UpWArd MOLIoN.

The completed image would highlight the introduction of
brilliant new products that have resulted in expansion

into new market segments and competitive

market share gains

Beckman Coulter’s sales for the year grew almost 7%, driven by the Clinical Diagnostics business and the
Specialty Testing product area of the Biomedical Research Division. Clinical Diagnostics sales grew nearly
9%, aided by a terrific flow of new products for patient testing. The Biomedical Research Division grew
about 2%, hampered by constrained funding for biotechnology and pharmaceutical research.

After a combination of a restructuring charge, litigation settlement, escrow account proceeds, and the
adoption of a new accounting principle, comparable operating profit margin increased to 13.9% of sales,
helped mainly by measurable gross profit improvement. Consequently, on a comparable basis, net earnings
increased 14.2%. On a reported basis, net earnings grew 52.9% to $207 million. Before the effects of all the
unusual items, our earnings per share were $2.82, up 15.1%, continuing our historical earnings growth in

the double digits. Our reported earnings per share for the year were $3.21, up 54.3%.

Beckman Coulter’s unique business model allows the company to generate considerable cash flow. Prudent
management of the company’s working capital and the positive impact of one-time events led to a reduction
in debt of more than $100 million. The company’s net cash flows from operations were a robust $225 million,
even after more than $150 million in contributions to the company’s pension plans.

During the year, we increased our quarterly dividend to $0.11 per share, plus committed to increase the
dividend, over time, to our historic 15-20% payout ratio range. Dividends increased year-over-year by 14%.
Early in the year, the company exercised the board’s approval for share repurchase, buying back 1.2 million
shares in 2003 at an average purchase price of $34.93.

As a company, we spend nearly 9% of sales on research and development annually. This year, you could see
the image of our R&D vision take the shape of exciting new products, which added to an already impressive
palette of offerings. :

New Products for the Art of Clinical Diagnostics

In the patient testing market, our hospital laboratory customers are faced with increasing volumes of testing as
the labor pool shrinks. In addition, they are under constant pressure to contain health care costs. Our approach
is to enable our customers to reduce labor and increase efficiency through automation and workstation
consolidation, along with a growing menu of tests.
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To support workstation consolidation, we began the worldwide rollout of the SYNCHRON LX®; 725
combined routine chemistry and immunoassay system. With a menu of 150 tests and automated, closed-
tube sampling, this system helps laboratories reduce the number of patient blood tubes necessary for testing,
lowers labor costs and improves lab safety. This first full year in release, we placed more than 135 new
systems and upgrades.

Even more significant than the SYNCHRON LXi was the shipment of the UniCel™ DxI 800 Access®
immunoassay system in June.
Our current low-volume immunoassay system, the Access®—along with its superior menu of thyroid, cardiac
and prostate cancer tests—helped us achieve a 6% share of this $5 billion testing segment. With the introduc-
tion of the UniCel system, we expand our served market opportunity close to 30%. We believe we can more
than double our market share by 2007. In the second half of the year, we produced 100 systems and have

dramatically increased production capacity to meet the increasing demand we anticipate in 2004 and beyond.

In hematology, We continued to automate more of the testing process, introducing the LH 1500 hematology
automation platform for high-volume labs. And, late in the year, we shipped a new mid-volume blood
counter, the COULTER® LH 500 system, to meet the needs of small- to mid-sized hospital labs.

The worldwide market for laboratory testing is growing annually in the 5-7% range. In 2003, Beckman
Coulter outgrew: the market in many of its clinical diagnostic product areas, translating into competitive
share gains brought about by the continued new product flow.

Adjusting to Serve the Science of Biomedical Discovery

We began the year with a consolidation of our Specialty Testing Division with our Life Science Research
business to form the Biomedical Research Division. This was an opportunity to leverage our expertise,
distribution systems and overhead during a time when the life sciences markets were in a cyclical downturn.
In fact, there has been a two-year drought of funding for biotechnology firms and constrained spending for
pharmaceutical R&D, offset only somewhat by reasonably healthy funding for academic research.

During this transition period, we have moved from being a provider of “tools” to a provider of “solutions” for
g icion p gap p

genomic, proteomic and cellular research. We also reassessed our R&D investment, allocating more investment
into growing areas such as molecular pathology and clinical research.

" With the human-genome mapped, the focus of scientific research has advanced to the next level—under-
standing proteins and cells and their role in the health of the human body. Beckman Coulter has a number
of products'useﬁil‘,in all phases of proteomic research, including centrifuges, liquid handlers and spectro-
photometers. However, a major bottleneck-persists in separating and characterizing proteins in a sample. In
May, the company started shipping a proprietary solution called the ProteomeLab™ PF 2D fractionation
system, which simplifies and automates this key process in proteomics research.

Our robotic automation and genetic analysis products were particularly affected by the downturn in the life
sciences market. To combat the effects, we diversified our robotic automation customer base into growing
segments such as forensics, biological agent testing and molecular pathology. At the same time, we intro-
duced new products in centrifugation and genetic analysis to target the healthier academic research markets.

The star product area in:the Biomedical Research Division was Specialty Testing, led by our successful foray into
research flow cytometry with the Cytomics FC 500 series of flow cytometers.

We are automating more of the steps necessary to use this powerful cell analysis technology for disease and
drug research. This product area grew more than 10% each quarter.
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Creating the Canvas for 2004

With the continued rollout of new products introduced in 2003, along with several new entries in 2004, we
are set to keep our core business growing in both sales and profitability.

Beckman Coulter still has many opportunities to leverage its tests and technologies into new market segments.
For example, the newly released GenomeLab SNPstream® genotyping system has potential both in drug
discovery applications and clinical research. And, our CEQ™ genetic analysis system, which has enjoyed
much success in disease research labs, can move this year into clinical research applications.

Our multi-year pursuit of high potential opportunities is also now paying dividends. Based on our own
proprietary technology, we plan to introduce a dynamic new testing formar called the A*™ MicroArray, a
medium density, multi-analyte testing format for protein research. And, after regulatory clearance, our invest-
ment in MHC Tetramers will also yield revenue from the patient care market with a product to monitor
transplantation patients.

Also in the high potential category is the rollout of our immunoassay strategy. To further the potential of
the new UniCel DxI and SYNCHRON LXi systems, and to capture additional sales in the $5 billion
immunoassay market, we signed four assay development agreements. One agreement, with Biosite, has
already resulted in the introduction of a test for BNP (B-type natriuretic peptide), which is an indicator of
congestive heart failure. In 2004, we are investing additional sales and marketing dollars to place as many
systems as possible to generate the rich after-marker test revenue.

All in all, our business is fit and focused. Our large, profitable after-market business in chemistry kits, supplies
and service allows us to generate substantial free cash flow.

In 2004, our cash flow will likely be used to acquire new operating assets to facilitate growth in the business,
repurchase additional stock and increase our dividend.

Efficient execution of our plans in 2004 will require a dedicated executive to oversee the day-to-day operating
activities from an integrated perspective. I am pleased with Scott Garrett’s appointment as president and.
chief operating officer of the corporation. He has done an exceptional job running the Clinical Diagnostics
Division since joining the company in 2002. Scott, backed by a tremendous staff of nearly 10,000 experienced
and talented employees worldwide, is dedicated to the continued growth of this company.

In this short space, I can only draw you the big picture of the company. I hope you will read through this
annual report to gain further insight into our business and performance. As you delve deeper, I trust you
will uncover the proud role we play in helping our customers draw out the information they need

to improve the state of human health around the globe.

PP

John P. Wareham
Chairman and Chief Executive Officer
January 29, 2004
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Clinical

Diagnostics

Test results are the life-blood of the clinical diagnostic laboratory. They also paint a picture that
helps physicians artfully design treatment plans to return ailing patients to health.

Although diagnostic tests account for a small percentage of total health care expenditures, they
offer big benefits for managing the cost and quality of care. Every dollar spent to screen and treat
chlamydia, for example, saves an estimated $12 required to treat complications that might occur if
the disease is not diagnosed, according to the National Committee on Quality Assurance. To the
degree that a laboratory’s in vitro diagnostic instrument systems are automated, rapid and early
diagnosis can potentially shorten a hospital length of stay and associated costs.

Aided by automation, a laboratory can sort specimens, apply bar-code identification, divide samples
among multiple tubes, transport the tubes to analyzers, sort data and retrieve sample tubes for
additional testing—all without human intervention. This lowers the risk of biohazard exposure and
also eliminates much of the manual intervention that can lead to errors in delivering the right result
for the right patient at the right time.

Despite shrinking budgers, increasing test volumes and, in some areas of the world, a dwindling supply
of skilled medical technologists, laboratories are finding new ways not just to survive—but to thrive—
thanks to innovative solutions from Beckman Coulter.

In hospital laboratories, the company’s systems perform nearly 100% of the blood tests routinely
ordered by physicians including cholesterol, glucose and complete blood counts (CBCs). At the
point of care, Beckman Coulter’s disposable tests screen for pregnancy, indications of colorectal
cancer and a variety of infections—each one intended to support on-the-spot treatment decisions.




Drawing Blood to Generate Data
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A physicians office. A rural hospital. A large private laboratory,
Each setting has very a’iﬂ%rent requirements
for diagnostic testing volume and speed,
but the same need for critical pasient test dara,

Technology has come a long way in the decades since Beckman Coulter introduced the ASTRA, one
of the first analyzers capable of performing multiple automated chemistry tests on a single blood
sample. But the focus of our work—a commitment to helping clinical laboratories of all sizes simplify
and automate processes—remains the same.

This focus is highly evident in Beckman Coulter’s hematology line of products. Fifty years ago,
Wallace Coulter patented the Coulter Principle and revolutionized hematology testing. This principle
introduced automation to the process of counting and sizing particles. Today, it is the accepted
reference method for virtually every hematology analyzer operating in a diagnostic laboratory.

For smaller laboratories and physicians’ office labs, Beckman Coulter offers an entire line of compact
COULTER® A®T™ series analyzers designed to perform tests affordably in small volumes. Larger
laboratories are supported with the COULTER® LH 755 workcell. By integrating an automated slide
maker and slide stainer module with the hematology analyzer, this system helps decrease turnaround
time. It also eliminates the need to create, label and stain hematology slides manually. The LH 1500
series—the industry’s only comprehensive hematology automation platform—uses robotic tracks to
move individual samples to and from each hematology analyzer. Once sample racks are placed on
the system, virtually no operator intervention is required.
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Power Processor
Pre-analytical System

SYNCHRON LX®i 725
Clinical System

UniCel DxI™ 800 Access®
Immunoassay System

Advances in science, engineering and computer technology
have led to more efficient ways toP?’O&l’%Ce test results.
At Beckman Coulter, this knowledge is being applied

to the development of automated systems and tests thar JENEVALE
more precise health data.

Hands Off

Pre-analytical processes such as sample
log-in, sample sorting, centrifugation
and cap removal can all be automated

with a system such as the Power Processor.

This system logs and sorts about 300
samples in an hour. Plus, labs can add
automation components such as refriger-
ated storage sample outlets, centrifuges
and connections to a wide range of
analyzers, as needed, providing flexibility
for future growth. This sample prepa-
ration system helps to address labor
shortages by pushing through high

test volumes with fewer operators.

Drawn Together

Combining chemistry and immunoassay
technologies with automation and data
management in a single workstation,

the SYNCHRON LX® 725 clinical
system performs 150 different chemistry
and immunoassay tests from a single
sample tube. This eliminates the need
for human intervention to split speci-
mens for chemistry and immunoassay
testing. In terms of worker safety, the
SYNCHRON LXi is the only clinical
system in the industry using automation
to pierce a closed sample tube. Since
technologists don’t remove caps manu-
ally, this reduces the risk of exposure to
disease and repetitive motion injuries.

Raising the Bar

With the introduction of the UniCel ™
DxI 800 Access® immunoassay systern in
2003, Beckman Coulter entered the $1.4
billion high-throughput segment of the
$5 billion random-access immunoassay
market. This increased the company’s
served market by more than 30 percent.
The instrument delivers up to 400

test results per hour—the highest
throughput of any random-access
immunoassay analyzer on the market. Its
test menu—which ranges from AccuTnI®
cardiac troponin I for cardiac patients
to Hybritech® free PSA to help distinguish
prostate cancer from benign prostatic
conditions—includes more than 40
tests available worldwide and the list

is growing,




Every diagnostic test result produced by a2 -
Beckman Coulter instrument system reveals samethz’;ﬁzgv

. o e > N ~

an individuals health. our menu of nearly 300 icks
yields data thas completes the picture a physician

needs to treat patients.

Endocrine

Anemia
Diabetes
Osteoporosis
Pancreatitis

Thyroid

Infections Diseases

Chlamydia

Cytomegalovirus

Hepatitis (only outside the United States)
Human Immunodeficiency Virus (HIV)
H. pylori

Rubella

Streptococcal Infections

Other

Kidney
Liver
Nutrition
Respiratory

.

..,

Immune Diseases

Allergens (e.g., IgE—Toral Allergy Test) ‘ : - o
Autoimmune (e.g., Rheumatoid Factor)
Inflammarory (e.g., C-reactive Protein—CRP)

Cancer

Breast

Colon
Gastrointestinal
Ovarian
Prostate
Stomach

Fertility

Down’s Syndrome (only outside the
United States)

Normal and Abnormal Pregnancy

Progesterone-related Disorders

Testosterone-related Disorders /}/
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Drugs
o ABUSE
Amphetamine
Barbiturate
. C i
Hemostasis pone
, cstasy
THROMBOTIC Marijuana
Deep-Vein Thrombo.sif ‘ THERAPEUTIC
Protein C and S Deficiencies C .
: yclosporine
Pulmonary Embolism Digoxin
HEMORRHAGIC Lithium*
Disseminated Intravascular Coagulation Phenobarbitol
Hemophilia A and B .
. In development
Thrombocytopenia
von Willebrand Disease
Blood Diseases
Anemia
Cardiovascular Disease Autoimmune
Cancer
Congestive Heart Failure HIV (only outside the United States)
Myocardial Infarction Inflammartion/Infection
Leukemia
Lymphoma
Cardiac Risk Factors
Cholesterol
Creatine Phosphokinase
High- & Low-density Lipoproteins
Triglycerides
Clinical Diagnostics Instruments and Tests
Routine Chemistry Immunodiagnostics Hematology
CLINICAL SYSTEMS IMMUNOASSAY SYSTEMS AND TESTS HEMATOLOGY ANALYZERS
SYNCHRON CX® Access® and Access® 2 COULTER® AST™

SYNCHRON LX?®
SYNCHRON LX?%j
SYNCHRON LX®20 PRO

COAGULATION ANALYZERS
ACL® Series™*
ELECTRA® Series**

AUTOMATION SYSTEMS
Power Processor
LH 1500 Series

UniCel™ DxI 800
AccuTnl® Troponin 1
Hybritech® PSA and free PSA

POINT-OF-CARE TESTS

Hemoccult® Hemoccult 118, Hemoccult
SENSA® Hemoccult® SENSA® ¢fize
ICON® 25 hCG and II hCG

ICON® DS and DC STREP A
ICON® microALB

FlexSure® HP

IMMUNOCHEMISTRY ANALYZER
IMMAGE®

OTHER TESTS
Gastroceult®, Myoglobin,
Ostase®, Triage BNP*

ELECTROPHORESIS SYSTEMS
Paragon®
Paragon CZE® 2000

COULTER® A%T™ 5 diff
COULTER® GeneS™
COULTER® HmX
COULTER® LH 500
COULTER® LH 700 Series
COULTER® MAXM™

FLOW CYTOMETERS
Cytomics FC 500
EPICS™ XL and ALTRA

* Sold by Biosite for use on Beckman
Coulter immunoassay systems. Triage
and Biosite are registered trademarks
of Biosite, Incorporated.

** Trademarks of Instrumentation
Laboratory
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Biomedical
Research

Fifty years ago, when James Watson and Francis Crick discovered the structure of DNA, scientific
research produced knowledge at a much slower pace than today. Now, sophisticated instruments
generate biomedical information from genes, proteins and cells at an unprecedented rate and in
greater volumes than ever before.

Genetic research, for example, has painstakingly yielded a map of the human genome— characterized
by millions of sample analyses, multiple analytical methods and volumes of data. Automating these
tedious activities has enabled the discovery process to work around the clock, with instruments
producing revealing data while researchers sleep. Realizing that genes do not hold all of the secrets
to disease, some studies focus instead on understanding the proteins that carry out the complex
chemistry in cells. This undertaking is not only immense, it is riddled with complex processes that
beg for simple solutions.

In the pharmaceutical industry, it can cost an average of more than $800 million to develop a new
drug. At the same time, there is increasing pressure to control the costs of drugs. This makes it
critical that drug companies have access to new—and increasingly more automated—solutions that
help them accelerate time to market. Instrument systems like the Biomek® FX liquid handling
system and SAGIAN™ Core System support this goal by automating key steps in the research
process—from target identification through screening and pharmacogenomics—and on through
clinical trials and early stage diagnostics.

As more is learned about genes, proteins and cells, scientists hope to be able to better predict an individual’s
risk for developing certain diseases. They will rely on clinical trials to confirm what they suspect or to
generate new insights about what lies beneath the skin. This knowledge will give physicians greater
opportunity to improve health and prevent disease.

The study of biological systems generates volumes of data. Putting a frame around this data requires
an array of tools that can be combined to provide complete solutions tailored to specific cell, protein
and gene investigations.




Behind the Cell Wall

Genomics P %0000

Explores the relationship between gene '
structure and biological function in organ- T -

. T~
isms, to learn both how genes are regulated

and how they impact health through the

orchestration of protein production.

Proteomics

Analyzes the structure and function of
proteins, as well as their interactions with
the cellular environment, in order to under-
stand how these molecules behave in control
and disease states.

4“ . g‘k":‘ iﬁn
i NG s

Wizz -

Cell Biology

Allows observation and investigation into

the internal workings of cells; how they
interact with each other and their envi-
ronment; and their growth, behavior,
function and structure. ’

Biomedical Research Instrumen;

Centrifuge/Analytical
Avanti® ] Series Centrifuges

Allegra® Series Centrifuges Genetic Amzlyszs

Optima™ Series Ultracentrifuges A™ MicroArray System

Proteomelab™ PF 2D Protein AD 340 Absorbance Detector x : o A
Fractionation System Biomek® Series Laboratory . Lo

Proteomelab™ P/Z 800 Protein Automation.Workstatio'ns : Sp “‘Zdhy YEstzng
Characterization System CEQ™ Series Genetic Analysis Systems CellProbe™ HT Whole Cell Assays

Proteomelab™ XL-A/XL-] Protein GenomeLab SNPstream® ; Cytomics FC 500 Flow Cytomerer ’
Characterization System Genotyping System Vi-CELL™ Cell Viability Analyzer ~

Proteomelab™ DU 800 LD 400 Luminescence Detector Z Series Cell and Particle Counter
Spectrophotometry System MW 96 Microplate Washer

P® Series pH Meters ) SAGIAN™ Core System
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Vast amounts of information ar being drawn
from cells, genes and proteins, changing how scientists view biology.
These ‘mmessengers of information”

are windows to the bodys natural processes, providing insights

into how 10 treat and prevent disease.

Experts estimate there are as many as 30,000 genes that code for proteins in the human genome
and perhaps more than a million protein variations in the human body. These molecules are vital to
the structure, function and regulation of cells, tissues and organs. Some believe they hold the key
to understanding disease.

Biopharmaceutical companies and government researchers alike are intensifying their focus on
proteomic research to take full advantage of the current genomics knowledge base in order to clarify
the relationship between genes and proteins, and to obtain an accurate view of cellular metabolism.
The end goal is to identify specialized molecules that could be used as diagnostic markers or targets -
for therapeutic development. '

To succeed, protein research requires a broad view of laboratory needs—one that extends beyond tools
to standardize specific laboratory activities and speeds the entire discovery process. Beckman Coulter’s
ProteomeLab™ initiative brings a comprehensive solution to the protein researcher. ProteomeLab

products address the range of laboratory processes from cellular identification and isolation to protein
fractionation, and from protein characterization to data evaluation and, eventually, disease diagnosis.




Automating Wells of Information
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Biomek® FX Laboratory
Automation Workstation

Genomelab SNPstream®
Genotyping System

Proteomelab™ PF 2D
Fractionation System

Each Beckman Coulter instrument serves a distinct purpose in
) zmplzﬁ/zng and d%tOWl&lchg complex biomedical research
processes. When connected and combined wih
software and chemistries, these instruments take on a larger role,

providing total solutions w support specific needs

Working Smarter

In basic research and drug discovery,
robots have proven themselves a worthy
replacement for human hands to
pipette—or transfer liquid—from one
place to another. Beckman Coulter’s
Biomek® FX laboratory automation
workstation, a robotic liquid handling
solution, uses automated pipetting to
move liquid among microplate wells that
range in size from one well to 96 wells
to 384 wells and up to as many as 1,536
wells. The robot speeds sample process-
ing significantly, which, in the biophar-
maceutical world, can mean a faster,
more cost-effective path to potential new
drug targets.

Seeing Genes Differently

Laboratories require flexible systems

to perform diverse types of genomic
studies that can range from genotyping
to preparing nucleic acids to isolating
and purifying samples. They also require
systems that can process large numbers
of samples to help them gain important
information about single nucleotide
polymorphisms (SNPs). SNPs are varia-
tions in genetic code that determine
what predisposes an individual to certain
illnesses or to respond in unique ways to
a specific drug therapy. An instrument
system like the GenomeLab SNPstream®
genotyping system can process anywhere

- from 4,600 to upward of 800,000

genotypes per day, providing information
that may eventually lead to more person-
alized medical treatment alternatives.

A Protein Divided

Heightened interest in protein function
is creating new demand for analytical
tools to streamline and automate this
field of research. Beckman Coulter’s
ProteomeLab™ PF 2D fractionation
system enables researchers to dramatically
reduce the time spent on protein frac-
tionation—the process of separating and
isolating proteins—from as long as three
days to just 15 hours. Once fractionated,
proteins can be characterized in the
context of interactions with other
biological elements and, ultimately,
evaluated as potential disease markers or
targets for therapeutic development. By
connecting the ProteomeLab PF 2D to
the new Proteomelab PA 800 protein
characterization system, researchers can
create a turnkey proteomics automation
system that further removes testing

gridlock and speeds results.




Surfacing Biological Secrets

Immune System

The human immune system is a complex
nerwork that inhibits harmful organisms
from gaining access to the body, and
destroys any that have entered, in order to
prevent harmful disease. It can recognize
millions of different invaders and enlist
specialized cells and secretions to seek out
and destroy them,

T-cells

T-lymphocytes (T-cells) are small white
blood cells that orchestrate and/or directly
participate in the immune defense system.
They defend the body by developing into
T helper cells, T killer cells, T memory
cells and T suppressor cell. These cells
secrete substances that can encourage cell
growth, direct cellular traffic or destroy
target cells.

MHC Tetramers

Major histo-compatibility complex (MHC)
tetramers have been used in research to
study a variety of conditions, including
AIDS, hepatitis immune diseases and
cancer. Currently, their ability to measure
T-cell activity can improve the vaccine
design process and shorten the route from
discovery to clinical trials.
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Cytomics FC 500 Flow Cytometer

iTAg™ MHC Tetramers

CEQ™ 8800 Genetic Analysis System

Amuna’ t/oe wor l&l’, Beckman Coulter technologies are
building a bridge between the science of discovery and
the art Ofmedic 171€. These disciplines meet at the center of
a biomedical testing continuum where clinical investigation
can validate a potential therapy or
send researchers in A €W direction.

- Cells Co unt

- Researchers rely on flow cytometry—
and the Coulter Principle of sizing and
counting cells—to rapidly measure cell
activity. This technology is contributing
.. to a clearer picture of cell behavior and a
berter understanding of how cells will
“respond to specific therapies. With the
 ability to increase scientific knowledge
of conditions such as human immuno-
deficiency virus (HIV) and to monitor
the immune status of those who have
been diagnosed with the disease, instru-
ments like the Cytomics FC 500 flow
cytometer straddle the worlds of
research and diagnostics.

The Body Fights Back

Beckman Coulter’s iTAg™ MHC
tetramers are helping researchers unlock
the secrets of the human body’s cellular
immune response system by using a
proprietary technology to count antigen-
specific T-cells. Offering excellent antigen
specificity and sensitivity, these tetramers
can make outstanding contributions

to basic and clinical research, as well as
advance clinical trials to speed vaccine
development. This year, Beckman Coulter
began the process of clinical trials for
tetramers that examine cytomegalovirus
disease in transplant patients.

Cracks in the Code

The goal of genetic analysis is to generate
a precise and accurate image of the
blueprint of life. The CEQ™ 8800
genetic analysis system is used to resolve
complex genetic sequences and reconcile
otherwise inaccurate or inconsistent data.
This results in more meaningful raw data
and higher quality final analyses. The
system has the flexibility to perform a
broad spectrum of applications such as
DNA fingerprinting, DNA sequencing
and SNP analysis, among other things;
all complex processes that aid in drug
discovery, forensics and someday, per-
haps, the eradication of many diseases.
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Financial Summary
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‘Annual Sales : S -Earnings Per Diluted Share® Net Cash Flows From Operations
(in millions) ) ) (in millions)
Sales reached a record $2 192.5 mdhon Reported earnings per diluted share Net cash flows from operations would
" in 2003, driven by clinical diagnostics " (EPS) growth for 2003 was 54%; com- have been $375.4 million, excluding the
and specialty testing products. parable EPS from continuing operations $150 million of pension contributions
e was $2.82, an increase of more than made in 2003. Cash flows were used to
; 15% over 2002, buy back shares, reduce debt and make
: technology investments.
$0.40
$305.5 0.35
0.34
032 0.33
262.8
2326 239.51.
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Dividends Paid Per Share
of Common Stock
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‘ Comparablc operatmg income mcreased g In'_2003 the company reduced dcbt In the second quarter, the company’s
t013.9% of sales, helped mainly by o "'another $102 million. In six years, Board of Directors increased the quar-
measurable gross profit improvement. .~ thé company has reduced its debt by terly dividend payout by 22% per share,

~of 230 basis poirits. © more than $635 million. reflecting an intention to return the

annual dividend payout ratio to the
15-20% range over time.

(A) 2001, 2000 and 1999 include $18.8 million of amortization of goodwill and certain other intangible assets that was not recorded during 2003 and
2002, pursuant to the Company’s adoption of Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible Assets.”

(B) 2002 excludes a $39.3 million charge, or $0.37 EPS, associated with settled patent infringement litigation and related expenses. 2003 excludes
an $18.5 million charge, or $0.18 EPS, associated with a restructure, a $26.9 miflion credit, or ($0.43) EPS, associated with an escrow settlement,
a $17.4 million credit (net of $5.6 million in related expenses), or ($0.16) EPS, associated with the Flextronics litigation settlement, a $1.0 million
charge, or $0:01 EPS, associated with the adoption of EITF.00-21, and a $0.8 million charge, or $0.01 EPS, associated with a strategic R&D
investment. Management has determined that excluding these armounts from the EPS and Operating Income presentation above, which is not
in conformity with Generally Accepted Accounting Principles, provides investors a more meaningful presentation of the Company's results.
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Results of Operations

The following table sets forth, for the periods indicated, the results of operations as a percentage of sales and on a comparative basis:

2003 2002
% of % of % of Compared Compared
Years ended December 31, 2003 Sales 2002 Sales 2001 Sales to 20024  to 2001%
amoints in millions, except per share
Sales $2,192.5 1000 $2,059.4 100.0 $1,984.0 100.0 $133.1 $ 754
Cost of sales 1,448 522 11,1249 546 11,0584 533 19.9 66.5
Gross profit 1,0477 478 9345 454 9256 467 113.2 8.9
Selling, general and administrative® 555.3 253 490.3 23.8 4986 2541 65.0 (8.3)
Research and development 194.3 8.9 1814 8.8 187.9 9.5 12.9 (6.5)
Restructure charge (credit) 18.5 0.8 — —_ 0.5 (0.0 18.5 05
Litigation settlements® (49.9) (2.3 39.3 1.9 — —_ (89.2) 39.3
Operating income 3295 150 2235 109 2396 121 106.0 (16.1)
Total non-operating income
and expense 567 2.6 446 2.2 346 1.7 121 10.0
Earnings before income taxes
and accounting change 2728 124 1789 87 2050 103 93.9 (26.1)
Income taxes 65.6 3.0 434 21 63.5 3.2 22.2 (20.1)
Earnings before accounting
change, after taxes 207.2 9.5 1355 6.6 141.5 71 71.7 - (6.0
Net earnings® $ 2072 95 $ 1355 646 % 1384 70 $ 717 $ 29
Basic earnings per share
before accounting change $ 338 $ 219 $ 234 $1.19 $ (0.15)
Basic earnings per share $ 338 $ 219 $ 229 $ 119 $(0.10)
Diluted earnings per share
before accounting change $ 321 $ 208 $§ 2.2 $ 1.13 $(0.13)
Diluted earnings per share $ 321 $ 208 $ 216 $ 113 $ (0.08)
Dividends paid per share
of common stock $ 040 $ 035 $ 034 $ 0.05 $ 0.01

(A} Parentheses indicate decreases from the comparative period.

(B) 2001 includes $18.8 ($15.6 net of tax) of amortization of goodwill and certain other intangible assets that was not recorded during 2003 and
2002, pursuant to the Company’s adoption of Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible Assets.”

(C) 2003 includes a non-taxable credit of $26.9 related to the settlement of a dispute associated with an escrow created as part of the 1997
acquisition of Coulter Corporation and a $23.0 litigation settlement received from Flextronics. 2002 includes a $39.3 charge associated with
a patent infringement settlement and related expenses.

(D) 2001 includes a one-time cumulative effect charge associated with a change in accounting principle of $3.1 ($4.9 pretax) related to the
adoption of Financial Accounting Standards No. 133, "Accounting for Derivative Instruments and Hedging Activities.”
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Consolidatecj Balance Sheets

December 31, % . - - o T o T . 2003 2002
amounts in millions, excr}té;ver.r/mrz ’ V B . o 2o B i
ASSETS i
Currentassets - . .. L
Cash and cash equivalents - S o T o - $ 746 § 914
Trade and other receivables, net S L ' 580.0 544.4
Iventories ¢ 0 , 389.0 3637
Deférred income taxes o B - — 52.6 9.4
Other currentiassets - - ' 65.0 47.3
Total currént assets , O e 1,161.2  1,056.2
Property, plant and equipment, net _ Tl o ' 398.9 370.8
Goodwill ; : o ' 388.8 357.8
Other intangibles, net 323.4 346.2
Other assets ' s - 285.9 132.6

Total assets S e ' $2,558.2  $2,263.6

LIABILITIES AND: STOCKHOLDERS' EQUlTY )
Current habllltles E . R - ’ .
~ Accounts payable S : - $ 1145 $ 1063

Notes payable: A 30.0 3.8
Current maturities of long-term debt 9.3 136.4
Accrued experises. o 7 _ 370.3 2941
Income taxes payable 54.1 71.0
Total current liabilities ' 578.2 611.6
Long-term debt, less current maturities 625.6 626.6
Deferred income taxes v S 151.9 41.7
Other liabilities ' 304.8 391.6
Total liabilities . . , . o 1,660.5 1,671.5

Commitments and contingencies
Stockholders’ equity
Preferred stock, $0.10 par value; authorized 10.0; none issued. — —
- Common stock, $0. 10 par value; authorized 150.0 shares; shares issued 64.7 and
62.6 at 2003 and. 2002, respectwely, shares outstandmg 62 0 and 61.0 at 2003
*“and 2002, respectlvely co S R B 6.2 6.1

Additional pa|d in capltal = X S E e s o 323.8 259.4
Retaired earnings ~* - o s e e TR 639.9 457.4
'Accumulated other comprehensxve mcome (Ioss) ‘ . 4‘ S

Cumulatrve fore|gn currency translatlon adjustments R = 34.6 (36.4)

Derivatives qualifying as hedges S o ’ {25.0) (7.0)
~ Minimum pension adjustment =~ . = 77 (2.5) (49.1)
Treasury stock, at cost: '

2.4 and 1.3 common shares at 2003 and 2002, respectwely (76.2) (38.3)
Unearned compensation . . , 3.1 -
Common stock held in grantor trust, at cost: .

0.3 commeon shares at 2003 and 2002 ) (14.1) (14.1)
Grantor trust liability L : 14.1 14.1

Total stockholders’ equity =~ == - 897.7 592.1

Total liabilities and stockholders’ equity $2,558.2 $2,263.6




page 29 Beckman Coulter 2003 Annual Report

Consolidated Statements of Operations

Years ended December 31, 2003 2002 2001
} amounts in millions, except per share v
Sales $21925 $2,059.4 $1,984.0
Cost of sales 1,144.8 1,124.9 1,058.4
~ Gross profit 1,047.7 934.5 925.6
Operating costs and expenses
Selling, general and administrative 555.3 490.3 498.6
Research and development 194.3 181.4 187.9
Restructure charge (credit) 18.5 — (0.5)
Litigation settlements 49.9) 39.3 —
718.2 711.0 686.0
Operating income 329.5 2235 239.6
Non-operating (income) and expense
Interest income (9.9) (7.8) (7.6)
Interest expense 40.2 457 54.5
Other, net . 26.4 6.7 (12.3)
56.7 44.6 346
Earnings before income taxes and accounting change 272.8 178.9 205.0
Income taxes 65.6 43.4 63.5
Earnings before accounting change 207.2 1355 141.5
Cumulative effect of accounting change, net of income taxes of $1.8 — — 31
Net earnings $ 2072 $ 1355 $ 1384
Basic earnings per share
Before accounting change $ 338 ¢$ 219 §$ 234
Cumulative effect of accounting change — — (0.05)
$§ 338 $ 219 § 229
Weighted average number of shares outstanding (in thousands) 61,212 61,777 60,515
Diluted earnings per share
. Before accounting change $ 321§ 208 $ 221
- Cumulative effect of accounting change — — (0.05)

$ 321t § 208 $ 216

Wéighted‘average,num‘ber of shares and dilutive securities outstanding
" (in thousands) 64,493 65,060 64,011
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Consolidated Statements of Stockholders” Erq'uity and Comprehensive Income (Loss)

Years ended Decémber31, - . 2003 2002 2001
amounts in millions, acce;:)r_sper share . = } ’ '
Common Stock ¢ » o _
Beginning of year : T L $ 61 % 61 § 60
Employee stock purchases T L 0.1 — 0.1
Endofyear ', - B 6.2 6.1 6.1
~ Additional Paid-in Capital ‘ o '
Beginning of year . - R 2594 2165 1700
Employee stock purchases : : ' ' 52.5 36.7 38.9
Tax benefit from exercise of non-qualified stock options 1.9 6.2 7.6
End of year '} - 323.8 2594 2165
Retained Earnings _ LT ‘ ,
Beginning of year - 4574 3440 2263
Net earnings ! 207.2 1355 138.4
Dividends to stockholders : (24.7) (22.1) (20.7)
End of year S : 639.9 4574 3440
Accumulated Other Comprehensxve Income (Loss)
Beginning of year . (92.5) (48.4) (58.4)
Other comprehensive income (loss) - o : 99.6 44.1) 10.0
End of year _ ) 7.1 (92.5)  (48.4)
Treasury Stock .
Beginning of year : (38.3) — —
Purchases of treasury stock (41.9) (38.3) —
Issuance of restricted stock 4,0 — —
End of year ; (76.2)  (38.3) —
Unearned Compensation o
Beginning of year. 7 — — —
Issuance of restricted stock (4.0) — —
Amortization : 0.9 — —
End of year r o (3.1) — —
Common Stock Held in Grantor Trust. ,
Beginning of year, (14.1) — —
Purchases of common stock he!d in grantor trust k — (14.1) —
_Endofyear = . LRl L T T o ' S 14 (14 —

- Grantor Trust Lla‘brllty "__ - DU e '

o Beglnmng of. year G iR oo . ) 14.1 — —
~ Purchases of common stock held in grantor trust TR T — 14.1 —
" Endofygar 7 TRl s e T ' 14.1 14.1 —

k Total stockholders equrty i e $897.7 $592.1 $518.2
COMPREHENSIVE INCOME LOSS) .~ = . |
Net income < N e $207.2 %1355 $138.4
Other comprehensive income (loss) -

Foreign currency translation adjustments 71.0 20.8 1.2
Derivatives quallfylng as hedges: ' o
Net derivative gains (losses), net of income taxes. N (36.2) (16.4) 15.0
Reclassifications to income, net-of i income taxes 18.2 0.6 (6.2)
Minimum pension adjustment, net of income taxes 46.6 49.1) —
Other comprehensive income (loss) - .- . R 99.6 (44.1) 10.0

Total comprehensive income o : $306.8 $ 91.4 $148.4
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Consolidated Statements of Cash Flows

Years ended December 31, 2003 2002 2001

amounts in millions, except per share

CASH FLOWS FROM OPERATING ACTIVITIES

Net earnings $2072 $1355 $1384
Adjustments to reconcile net earnings to net cash provided by operating activities
Depreciation and amortization ‘ 105.9 109.8 126.4
Cumulative effect of accounting change, net of income tax of $1.8 - — 3.1
(Gain) loss on sale of property, plant and equipment (3.6) (1.5) 2.7
Loss on investments 2.8 4.0 4.7
United States pension trust contributions (149.5) (24.8) (1.4)
Deferred income taxes 38.7 10.9 10.2
Changes in assets and liabilities:
Trade and other receivables, net (5.1) 0.9 (37.1)
Inventories 13.9 395 4.9)
Accounts payable and accrued expenses 68.0 13.3 13.9
Income taxes payable (5.7) 12.7 21.9
Other 47.2) 16.3 (1.3)
Net cash provided by operating activities 225.4 316.6 276.6
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property, plant and equipment (132.9) (146.1) (175.0)
Proceeds from disposition of assets 5.8 2.4 3.7
Payments for acquisitions (13.3) (2.9) (6.7)
Net cash used in investing activities (140.4) (146.6) (178.0)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends to stockholders (24.7) (22.1) (20.7)
Proceeds from issuance of stock 52.6 36.7 39.0
Repurchases of common stock for treasury 41.9) {38.3) —_
Repurchases of common stock held in grantor trust — (14.1) —_
Net notes payable borrowings (reductions) 29.6 4.9 (34.3)
Long-term debt borrowings — — 235.0
Long-term debt reductions (131.9) (75.1)  {308.6)
Debt acquisition costs — (1.1} (1.9)
Net cash used in financing activities (116.3) (118.9) (91.5)
Effect of exchange rates on cash and equivalents 145 4.3 (0.7)
Increase (decrease) in cash and equivalents (16.8) 55.4 6.4
Cash and cash equivalents—beginning of year 91.4 36.0 29.6
Cash and cash equivalents—end of year $ 746 $ 914 % 360

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid during the period for:
Interest $ 433 §$ 458 $ 523
Income taxes $ 328 § 367 $ 493
Non-cash investing and financing activities:
Purchase of equipment under capital lease $ 46 $ 42 § 63
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Management'’s Report

Managcment is responsible for the preparatxon and.integrity of the condensed consolidated financial information
appearing in ths‘A.nnual Report. The.consolidated financial statements included in our Form 10-K Annual Report
were prepared 1n4qonformxty with generally accepted accounting principles and, accordingly, include some amounts
based on management’s best judgments and estimates. Financial information in this Annual Report is consistent with
that in the consolidated financial statements. o

Management maintains a system of internal accounting' controls, which is designed to provide reasonable assurance, at
appropriate costs, that its financial and related records fairly reflect transactions, that proper accountability for assets
exists and that established policies and procedures are followed. A professional staff of internal auditors reviews com-
pliance with corporate policies. Among these policiesis an ethics policy, which requires employees to maintain high
standards in conducting the company’s affairs, and requires management-level employees to submit certificates of
compliance annually. Management continually monitors the system of internal accounting controls for compliance
and believes the s}:'stem is appropriate to accomplish its objectives. '

Our independent auditors examine our consolidated financial statements in accordance with auditing standards gener-
ally accepted in the United States.of America. Their report expresses an independent opinion on the fairness of our
reported operating results and financial position. In performing this audit, the auditors consider the internal control
structure and perform such other tests and auditing procedures as they deem necessary.

The Board of Directors, through its Audit and Finance Committee, reviews both internal and external audit resules

and internal controls. The Audit and Finance Committee consists of five outside directors and meets periodically with
management, internal auditors and the independent auditors to review the scope and results of their examinations. Both
the independent auditors and the internal auditors have free access to this Committee, with and without management
being present, to discuss the results of their audits. '

John P. Wareham . - James T. Glover
Chairman and Chief Executive Officer Vice President, Controller and (Interim) Chief Financial Officer

3

_Ind}eper_r_den‘té Aud}i‘_cor’s» ;R?PQF";

To the Stockholders and Board of Dlrectors of ‘Beckman Coultcr, Inc

. \We have audxted in accordancc w1th audmng standards generally acceptcd in the United States of America, the consolidated
‘balance-shéets of Beckman Coulret, Ing. and. sub51d1ames s of December 31, 2003 and 2002, and the related consoli-
dated statements of operations,- stockholdérs™ equity and comprehensive income (loss), and cash flows for each of the
years in the three—ycar period ended Deccmber 31,2003, not presented herein; and in our report dated January 29,
2004, we expressed an unquahfxed opiniom on those consohdated financial statements.

In our opinion, th'e information set forth-in the ac_c;ompanyjng condensed consolidated financial statements is fairly
stated, in all material respects, in relation to the consolidated financial statements from which it has been derived.

KPre ‘ju:P
KPMG LLP

Orange County, California’
January 29, 2004
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PART I
Item 1. Business
Overview

Beckman Coulter simplifies and automates laboratory processes used in all phases of the battle
against disease. The Company designs, manufactures, and markets systems which consist of instruments,
chemistries, software, and supplies that meet a variety of biomedical laboratory needs. Its products are
used in a range of applications, from instruments used for pioneering medical research, clinical
research and drug discovery to diagnostic systems found in hospitals and physicians’ offices to aid in
patient care. Beckman Coulter competes in market segments that it estimates totaled approximately
$35 billion in annual sales worldwide in 2003. The Company currently has products which address
approximately half of that market.

Beckman Coulter’s product lines include virtually all of the blood tests routinely performed in
hospital laboratories and a range of systems for biomedical and pharmaceutical research. The Company
has more than 200,000 systems operating in laboratories around the world, with a substantial portion of
its annual revenues coming from after-market customer purchases of operating supplies, chemistry kits,
and service. Beckman Coulter markets its products in approximately 130 countries, with approximately
44% of revenues in 2003 coming from outside the United States.

Beckman Coulter’s principal executive offices are located at 4300 N. Harbor Blvd., Fullerton,
California 92835. Its mailing address is PO. Box 3100, Fullerton, CA 92834-3100. The telephone
number is (714) 871-4848.

Company History

Beckman Coulter adopted its current name in April, 1998. The name change followed the October,
1997 acquisition of Coulter Corporation when the Company was known as Beckman Instruments, Inc.

Beckman Instruments, Inc. was founded by Dr. Arnold O. Beckman in 1935, and entered the
laboratory market with the world’s first pH meter. Beckman Instruments, Inc. became a publicly-traded
corporation in 1952. In 1968, Beckman Instruments, Inc. expanded its laboratory instrument focus to
include healthcare applications in clinical diagnostics. Beckman Instruments, Inc. was acquired by
SmithKline Corporation to form SmithKline Beckman Corporation in 1982. It was operated as a
subsidiary of SmithKline Beckman until 1989 when it became a standalone public company. Since that
time, Beckman Instruments, Inc., now Beckman Coulter, Inc., has operated as a fully independent,
publicly-owned company.

Coulter Corporation was founded by Wallace and Joseph Coulter in 1958. Coulter was formed to
market the “Coulter® Counter”, an instrument used to determine the distribution of red and white cells
in blood. This instrument was based on the “Coulter Principle”, which was developed by Wallace
Coulter in 1948. The Coulter Principle provided an electronic, automatic way of counting and
measuring the size of microscopic particles that proved to be the beginning of automated hematology.
Coulter Corporation was a private company and remained under the control of the Coulter family until
it was acquired by Beckman Instruments, Inc. in 1997.

Customers and Markets—The Biomedical Testing Continuum

From complex DNA sequencing to simple single-use diagnostic screening kits, Beckman Coulter is
one of the largest companies devoted solely to biomedical testing. Beckman Coulter’s customers are
continuously searching for processes and systems that help them perform tests faster, more efficiently,
and at lower cost. To meet these needs, the Company leverages its investment in research and
development and uses its core competencies in technology, applications, distribution, and service to




create a range of systems that integrate instruments, software, and chemistries for use across the
spectrum of biomedical testing.

Patient Care Testing

Once diagnostic technologies and tests are generally accepted and receive any necessary regulatory
marketing clearances, they become part of routine patient care. Physicians order tests such as
cholesterol, glucose, and complete blood cell counts on a daily basis. These tests are used to provide
information for diagnosis and to help monitor the efficacy of therapy. Beckman Coulter has one of the
broadest product lines available to the diagnostic laboratory. This product breadth allows the Company
to provide a systems approach to improving total laboratory productivity. The Company’s systems can
perform virtually all of the blood tests routinely performed on patient samples in the hospital
laboratory. Beckman Coulter has estimated that the patient care testing market was $22 billion in 2003,
based on annual worldwide sales.

Beckman Coulter has top market positions in hematology, hemostasis, immunodiagnostics and
routine chemistry testing. It is also a leader in providing progressive automation solutions that help labs
reduce testing turnaround time, lower labor expenses, ensure the quality of testing, and reduce overall
healthcare costs. In addition, Beckman Coulter is active in point-of-care testing. These tests are used
for rapid diagnosis or on-going patient monitoring. Some tests, such as CBCs (complete blood counts)
are performed on analyzers designed for quick, single-sample results. Others are performed using
disposable, single-use tests to screen for pregnancy, infectious disease, ulcer-causing bacteria, and
indications of cancer.

Biomedical Research Testing

Biomedical research and clinical research are evolving markets, thanks to advances in genomics,
proteomics, and the new emerging field of cellular based testing. With the rough map of the human
genome complete, the work that will more directly affect patient care begins as researchers incorporate
this information into specific studies to improve therapeutic efficacy. All of Beckman Coulter’s
biomedical research products play a role in helping researchers to understand disease by simplifying
and automating key testing processes.

Universities and medical research laboratories represented about 46% of the market for
biomedical research in 2003. These groups perform basic medical research to further understand the
molecular basis of disease and clinical research, where human samples are used to characterize disease
states. In addition, as new diagnostic technologies and tests move from research applications into more
general patient use, they are often performed in private laboratories or university hospitals. Genetic
testing, cancer monitoring and special immune system testing fall into this category.

Biotechnology firms and pharmaceutical companies represent the other 54% of the biomedical
research market. They rely on Beckman Coulter’s instrument systems to speed the long and detailed
drug discovery process. Also, once new therapeutics and vaccines emerge from the research phase, they
move into clinical trials to evaluate their effectiveness. In this stage, standard blood chemistry tests are
run on patients regularly.

More than 125,000 Beckman Coulter systems operate in biomedical research laboratories today.
The Company is a technological leader in robotic automation/liquid handling, centrifugation and
capillary electrophoresis. Beckman Coulter has estimated that the market for biomedical research
testing in 2003 was approximately $13 billion, based on annual worldwide sales.




Market Dynamics

The size and growth of Beckman Coulter’s markets are influenced by a number of factors, such as
technological innovation in bioanalytical practice, government funding for basic and disease-related
research (for example, heart disease, AIDS and cancer), research and development spending by
biotechnology and pharmaceutical companies, healthcare spending, and physician practice patterns. As
a result of cost containment pressures and the factors described above, Beckman Coulter expects its
markets to grow in single digits over the short term. In the long term, Beckman Coulter expects
worldwide healthcare expenditures for diagnostic testing to increase, primarily as a result of growing
demand for services generated by the aging of the world population, increasing expenditures on
diseases requiring costly treatment (for example, diabetes, AIDS and cancer), and greater acceptance of
Western medicine and expanding demand for improved healthcare services in developing countries.

In the clinical diagnostics market, consolidation is also a key factor. Attempts to lower costs and
increase efficiencies have led to consolidation among healthcare providers in the United States. One
result of this consolidation is the formation of powerful provider groups and integrated health care
networks that leverage their purchasing power with suppliers to contain costs. In international markets,
multiple hospital tenders have become a standard purchasing tool. Preferred supplier arrangements and
combined purchases are becoming more commonplace. Consequently, it has become essential for
manufacturers to provide cost-effective diagnostic systems to remain competitive.

In the biomedical research market, funding for government and academic research is expected to
be relatively healthy through the end of 2004. Pharmaceutical research and development spending,
which was soft in 2002 and 2003, should begin to rebound in 2004. A shift in spending from drug
discovery to later clinical stage trials is expected to continue for the short term as companies attempt to
empty the bottleneck in clinical trials of new drugs emerging from the large number of targets
discovered in the past few years. Biotechnology spending has been unstable due to lack of investment
funds and will not likely rebound until 2003, at the earliest. The competitive environment in drug
discovery and development drives growth in biopharma, as pharmaceutical companies seek tools that
speed the process of bringing new drugs to market. Industrial genomics, the application of genomic
sequencing, is increasing as an out growth of the human genome initiative. Proteomics, the analysis of
protein mass, structure and function is emerging. The study of cellomics, cell function and activity is in
its infancy. These three key focus areas, genomics, proteomics and cellomics require specific tools and
applications to solve testing needs that may be specific to one therapeutic or apply to a broader range
of processes used in the research, development and testing of new drugs.

Business Segments

During 2001, the Company was organized into two business segments—Clinical Diagnostics and
Life Science Research. In 2002, a third segment, Specialty Testing was added. In 2003, the Company
returned to the two segment structure, combining Life Science Research and Specialty Testing to
form a new Biomedical Research segment. The following table shows the breakdown of sales between
the two market segments:

Product Sales as a Percent of Total Product Sales
2003 2002 2001

Clinical Diagnostics . .. ... ... i, 0% 69% 67%
Biomedical Research ... ...... ... ... ... . 30% 31% 33%



Clinical Diagnostics Products
Overview

The clinical diagnostics market encompasses the detection and monitoring of disease by means of
laboratory evaluation and analysis of bodily fluids, cells, and other substances from patients. This type
of testing is referred to as “in vitro diagnostic” or “IVD” testing. Due to its important role in the
diagnosis and treatment of patients, IVD testing is an integral part of the overall management of
patient care. Additionally, IVD testing is increasingly valued as an effective method of reducing
healthcare costs by reducing the length of hospital stays through accurate, early detection of health
disorders and enhancing management of treatment.

IVD systems are composed of instruments, reagents, consumables, service and data management
systems. They automate repetitive manual tasks, improve test accuracy, and speed the reporting of
results. Instruments typically have an approximately five year life. Reagents are substances that react
with the patient sample to produce measurable, objective results. The consumables vary across
application segments but are generally items such as sample containers, adapters, and pipette tips used
during test procedures. Reagents, accessories, consumables, and services generate significant ongoing
revenues for suppliers. Sample handling and preparation devices as well as data management systems
are becoming increasingly important components of IVD systems. These system enhancements improve
testing quality, enhance lab safety, and reduce customer costs through improved productivity.

Beckman Coulter believes that the most important criteria customers use to evaluate IVD systems
are operating costs, reliability, service, and quality of results. It also believes that by providing a fully
integrated system that is cost effective, reliable and easy to use, it builds loyalty among customers who
value consistency and accuracy in test results.

The major diagnostic fields that comprise the IVD industry are clinical chemistry,
immunochemistry, microbiology, hematology and blood banking. The IVD industry market was
estimated to be approximately $22 billion in 2003, based on annual sales worldwide. Beckman Coulter
primarily serves the hospital and reference laboratory customers of the IVD market, who tend to use
more precise, higher volume, and more automated IVD systems. In 2003, hospital and reference
laboratory customers constituted approximately $16 billion of the IVD market. Beckman Coulter
divides this market into three major subcategories—routine chemistry, immunodiagnostics and
hematology. Routine chemistry includes chemistry, clinical laboratory automation and workstation
consolidation and primary care diagnostics. Hematology includes both hematology and hemostasis
systems.

Routine Chemistry Systems

Clinical chemistry systems use electrochemical detection or chemical reactions with patient samples
to detect and quantify substances of diagnostic interest (referred to as “analytes”) in blood, urine, and
other body fluids. Commonly performed tests include glucose, cholesterol, triglycerides, electrolytes,
proteins, and enzymes. Beckman Coulter offers a range of automated clinical chemistry systems to meet
the testing requirements of varying size laboratories, together with software that allows these systems to
communicate with central hospital computers. To save time and reduce the opportunity for errors,
systems identify patient samples through barcodes. Automated clinical chemistry systems are designed
to be available for testing on short notice, twenty-four hours a day. Beckman Coulter has generally
configured its systems for the work flow in medium and large hospitals, but the systems also have
application in regional reference laboratories. Over 100 tests for individual analytes are offered for use
with Beckman Coulter’s clinical chemistry systems. These systems range in price from $45,000 to over
$500,000.




Beckman Coulter’s line of SYNCHRON® clinical systems is a family of products which include
modular automated diagnostic instruments and the reagents, standards and other consumable products
required to perform commonly requested diagnostic tests. The SYNCHRON systems were developed in
response to changes in reimbursement policies for hospital and clinical laboratories that required them
to be more efficient. The SYNCHRON systems have been designed as compatible modules which may
be used independently or in various combinations with each other to meet the specific needs of
individual customers. The smallest of these modules is the SYNCHRON CX®3A analyzer. 1t is
designed to perform a number of the tests routinely ordered by physicians and has up to nine on-board
chemistries. The SYNCHRON CX®4 PRO, CX®5 PRO, CX®7 Super, CX®9 PRO, and LX®20 PRC
analyzers are random-access systems designed to perform routine chemistry profiles as well as some
special chemistry profiles. These systems can perform over 85% of the laboratory’s general chemistry
testing requirements.

Clinical Laboratory Automation and Workstation Consolidation

Beckman Coulter has addressed the increasing focus on efficiency and cost savings in the clinical
laboratory though its Power Processor System, which allows the laboratory to automate a number of
pre-analytical steps, including sample log-in and sorting through bar code technology, centrifugation,
and cap removal. The Power Processor System also sorts the prepared samples into discrete racks for
further processing on the SYNCHRON LX and CX Systems, the Access® immunoassay system and
other instruments. In late 2002, Beckman Coulter took laboratory automation a step further, from
preanalytical automation to workstation consolidation when it introduced its SYNCHRON LX8i 725
System. The SYNCHRON LXi 725 System integrates Beckman Coulter’s Access® immunoassay and
SYNCHRON clinical chemistry technologies into a single system, consolidating the majority of
chemistry and immunoassay testing onto one system and providing consolidated sample handling and
data management.

Primary Care Diagnostics

Primary care diagnostic products are used in physicians’ office laboratories, clinics, hospital and
other medical settings. These products include a range of rapid diagnostic test kits and hematology
instruments that give physicians immediate information to help them manage patient treatment. The
Hemoccult® and Hemoccult® SENSA® tests are the accepted standard in fecal occult blood testing and
are used as aids in screening for gastrointestinal disease and colorectal cancer. The Gastrocult® test is
the only rapid test designed specifically for gastric occult blood and pH testing. The FlexSure® HP test
is used to aid in the diagnosis of H. pylori infection, which is associated with peptic ulcers. The ICON®
Fx Strep A test detects Strep A antigen from throat swabs, giving results in two to five minutes, so
appropriate treatment can begin immediately. The ICON® II hCG is the “gold standard” in pregnancy
testing, detecting the lowest levels of hCG.

Immunodiagnostic Systems

Immunodiagnostic systems, like clinical chemistry systems, use chemical reactions to detect and
quantify chemical substances of diagnostic interest in blood, urine or other body fluids. The key
difference is that immunodiagnostic systems use antibodies and antigens as the central component in
analytical reactions. Antibodies are. created by an organism’s immune system and, when incorporated in
test kits, provide the ability to detect and quantify very low analyte concentrations. Commonly
performed tests assess thyroid function, and screen and monitor for cancer and cardiac risk.
Immunodiagnostic systems have been designed to meet the special requirements of these reactions and
to simplify lab processes. They are able to automatically identify individual patient sample tubes and
communicate with the laboratory’s central computer. Beckman Coulter offers over 90




immunodiagnostic test kits for individual analytes. These automated systems range in price from
$60,000 to $350,000.

Beckman Coulter’s three primary immunodiagnostic systems are the IMMAGE® immunochemistry
system, the Access® immunoassay system, and the new UniCel DxI™ 800 Access® immunoassay system.
The IMMAGE system is a high-throughput immunochemistry analyzer for specific proteins, various
immunologic markers, and therapeutic drugs. This system provides automated random-access testing
which allows the operator to mix samples at random, eliminating the need to analyze in batches. The
Access and UniCel systems serve as a disease state management platform used to help medical
professionals monitor critical parameters for thyroid function, anemia, blood viruses, infectious disease,
cancer, allergy, fertility, therapeutic drugs, diabetes, and cardiovascular and skeletal diseases.

During 2003, Beckman Coulter introduced the UniCel DXi™ 800 Access® immunoassay system for
the large hospital and reference laboratory market. This system provides enhanced test throughput,
roughly four times the capacity of previously introduced models, and increased Beckman Coulter’s
servable market by approximately thirty percent. As was the case with the Access® 2 system launched in
2001, the new system utilizes all current Access system assays. Over the last two years Beckman Coulter
has introduced seven new assays for use on the Access systems.

Beckman Coulter also offers a number of electrophoresis systems. These systems provide analytical
information by using an electrical charge to separate a sample into its various components. The
presence or absence of various components as well as the relative concentrations of each provide
diagnostic information. The relative concentration of each component is determined by scanning the
test result using a densitometer. Beckman Coulter sells a variety of manual and automated
electrophoresis products under the name Paragon® systems. The manual Paragon® electrophoresis
systems allow Beckman Coulter to offer a full range of electrophoresis products that provide
specialized protein analysis for clinical laboratories. Paragon reagent kits are used in the diagnosis of
diabetes, as well as cardiac, liver, and other diseases. The APPRAISE® densitometer is used in
conjunction with Paragon reagent kits. The Paragon CZE® 2000 system was the first automated
capillary electrophoresis system specifically designed for the clinical laboratory. This system is designed
to fully automate the manual and labor-intensive conventional electrophoresis analysis of serum protein
electrophoresis (SPE) and immunofixation electrophoresis (IFE). Positioned to complement the
Paragon gels and the APPRAISE densitometer, the Paragon CZE 2000 clinical system is targeted at
high-volume electrophoresis labs worldwide.

Hematology Systems

Beckman Coulter’s blood cell systems use the principles of physics, optics, electronics, and
chemistry to separate cells of diagnostic interest and then quantify and characterize them. These
systems allow clinicians to study formed elements in blood such as red and white blood cells and
platelets. The most common diagnostic result is a “CBC” or complete blood count, which provides
eight to twenty-three blood cell parameters. The results from hematology systems are used to aid
diagnosis and to monitor disease progression and treatment. Beckman Coulter’s hematology product
line is structured to address the differing requirements of the high, medium, and low volume portions
of this market. The systems in the higher volume segment utilize volume, conductivity, and light scatter
(VCS) technology in addition to conventional, electrical aperture-impedance (Coulter Principle)
technology. Unlike other technologies, the Coulter VCS method counts and characterizes white blood
cells while maintaining their near native integrity throughout the analysis. The systems in the lower
volume segment rely exclusively upon electrical aperture-impedance technology. These products range
in price from $10,000 to $120,000.

Systems designed for the high-volume segment include the COULTER® LH 700 and 1500 series of
hematology systems, the COULTER® GEN +S™ hematology systems, and the COULTER® STKS™




hematology systems. These systems offer features such as five-part white blood cell differential analysis,
enumeration of nucleated red blood cells, random-access capability, and automated slide making and
staining from a single aspiration of blood. During 2003, Beckman Coulter introduced the LH 1500
series of hematology automation systems. These systems are designed to link multiple analyzers,
automate the pre-analytical process and eliminate a number of post-analytical steps. Moderate volume
hematology systems include the COULTER® HmX, COULTER® MAXM™ and the new Coulter® LH
500 hematology systems. These systems offer the technology features of larger systems in a compact
bench top system designed for the moderate volume market segment. Low-volume hematology systems
include the COULTER® AceT™ family of hematology systems. All of the AceT series hematology
analyzers are designed to use a very small sample volume, making them ideal for analysis of pediatric
samples.

Hemostasis Systems

Hemostatsis systems rely on clotting, chromogenic and immunologic technologies to provide the
detailed information that the clinician requires to diagnose bleeding and clotting disorders and to
monitor anticoagulant therapy. Beckman Coulter offers a complete line of hemostasis systems and
reagents as the North American distributor of the Instrumentation Laboratory (“IL”) line of
hemostasis products.

Beckman Coulter’s hemostasis product line has suitable systems to meet the needs of a wide range
of customers. These products include Instrumentation Laboratory’s ACL™ Advance, ACL™ 9000 and
ACL™ 7000, which provide a diverse menu of esoteric tests. Instrumentation Laboratory’s ACL™
Advance and ELECTRA™ 1800C Systems meet the challenges of the large reference laboratoties with
requirements for very high-volume analyzers. Instrumentation Laboratory’s ACL™ 7000, ACL™ 1000
and ELECTRA™ 1400C accommodate the needs of the medium-to-small laboratory. To complement
these analyzers, Beckman Coulter also offers Instrumentation Laboratory’s IL and Hemoliance brands
of reagents. Utilizing these products, a laboratory may perform standard screening tests such as the
activated partial thromboplastin time and prothrombin time in addition to a wide range of specialty
tests.

Biemedical Research Products
Overview

Biomedical research is the study of the characteristics, behavior, and structure of living organisms
and their component systems. Biomedical researchers utilize a variety of instruments and related
biochemicals and supplies in the study of life processes. Beckman Coulter focuses on customers doing
research in university and medical school laboratories, research institutes, government laboratories, and
biotechnology and pharmaceutical companies. The products which Beckman Coulter provides to serve
these customers include centrifuges, liquid handling robotic workstations, instruments for particle and
cell analysis and characterization, capillary electrophoresis systems, DNA sequencers, genotyping
systems, spectrophotometers, high pressure liquid chromatography (HPLC) systems, DNA protein and
microarray systems, flow cytometers and cellular imaging systems, pH meters, and liquid scintillation
counters. Trends in the biomedical research market include growth in funding for proteomic, genomic,
and functional analysis of cells for purposes of basic biomedical research and for genetic analysis and
drug discovery research. Drug discovery research has further facilitated an increased demand for
automation and efficiency in high-throughput processes.

Beckman Coulter’s Biomedical Research Division covers the continuum from disease research
performed in academic centers to therapeutic research performed by biopharmaceutical companies to
patient diagnosis focused on testing performed in university medical centers and specialty laboratories.
Beckman Coulter divides the biomedical research area into two major markets—systems biology and




translational solutions. Systems biology includes the tools and solutions that allow characterization of
the behavior and structure of living organisms and their component systems. Product lines in the
systems biology area include robotic automation and genetic analysis products, centrifugation and
analytical systems, cellular analysis products, and particle characterization products. Beckman Coulter
estimates that the market for systems biology instruments and related biochemicals and supplies was
approximately $11.0 billion in 2003 based on annual sales worldwide. Translational solutions include the
tools and solutions that are used to diagnose and monitor diseases. Translational solutions also includes
specialty testing, which focuses on customers in medical centers, reference laboratories, and
pharmaceutical research organizations who perform clinical trials, conduct immunodisease testing,
conduct disease related research, and perform esoteric testing. Translational solution products cover the
fields of immunomics, cytomics, and molecular diagnostics. Beckman Coulter estimates that the market
for translational solutions products was $3 billion in 2003 based on annual sales worldwide.

Robotic Automation and Genetic Analysis Products

Beckman Coulter’s products are used in many parts of the drug discovery process. An important
application for the robotic automation products is in primary screening. The primary screen is
performed to test libraries of compounds for possible interaction with a target protein associated with a
disease state. High-throughput screening is a term that is often used to describe a testing process that
involves the screening of 100,000 or more compounds. Other important drug discovery applications
which can also require samples to be processed in an automated or high-throughput mode include
target identification, secondary screening, and pre-clinical testing. The Human Genome Project, the
SNP Consortium, and a host of “gene hunter” companies are currently providing valuable genetic
information to pharmaceutical companies that allow the pharmaceutical companies to select relevant
target proteins. The analysis of massive amounts of genetic information requires the automation of
sample processing in order to meet the aggressive timetables which have been established for some of
these projects.

DNA sequencers allow researchers to determine a nucleic acid sequence and its single nucleotide
polymorphism variations (SNPs) between different study cohorts through an electrophoretic separation.
These techniques are central to molecular biology and the understanding of the genetic component of
life processes. Beckman Coulter’s primary entry in the DNA sequencing field is its CEQ™ series of
genetic analysis systems, Beckman Coulter’s initial entry into this field was the CEQ 2000XL,
introduced in 2000. An updated, automated genetic analyzer, the CEQ™ 8000 DNA analysis system
was introduced in 2002. This system offered expanded genetic analysis procedural capabilities, including
the ability to perform SNP analysis. In 2003, Beckman Coulter added the CEQ 8800 to this line of
products. The CEQ 8800 provides increased sample handling capacity for high volume users. This
system is capable of processing two 96-well plates, allows unattended overnight analysis, and tracks the
samples through the analysis process. These systems use capillary electrophoresis technology, along with
Beckman Coulter’s proprietary linear polyacrylamide gel to obtain large reads of genetic code in less
time. In 2003, Beckman Coulter also acquired the assets of People’s Genetics, Inc. This acquisition gave
Beckman Coulter access to proprietary procedures for both sample preparation and constant
denaturant capillary electrophoresis (CDCE). In addition to its DNA sequencing products, Beckman
Coulter also sells a number of specialized chemicals used in DNA synthesis applications. These
chemicals are used as building blocks to create primers and probes, which are required for many
molecular biology applications. DNA analysis systems sell in the range of $80,000 to $120,000.

SNPs are variations in genetic code that can predispose people to certain illnesses and cause
unique responses to treatment. Scientists hope to understand how and when these genetic variations
are manifested differently in chronic conditions like asthma, diabetes, heart disease, and cancer.
Association of sequence variation in individuals with specific illnesses or drug responses using SNP
genotyping analysis is generally considered to be more amenable to automation, simpler, more rapid,




and less expensive than using DNA sequencing. DNA microarrays, in combination with a sequencing
chemistry termed “single-base primer extension” (SBE), facilitate these SNP genotyping analyses
through separation of many individual SNP analyses in parallel on microarrays using specific detection
“tag” molecules. In late 2002, Beckman Coulter signed several agreements with Orchid

BioSciences, Inc. to obtain rights to use their SNP-IT™ SNP analysis technology on various platforms
and to acquire their SNP genotyping system, SNPstream® version 1. In 2003, Beckman Coulter
introduced the Genome Lab™ SNPstream version 2, a second-generation genotyping system capable of
performing over 800,000-genotype analyses per day. This automated scaleable multiplexing system
integrates hardware, software and reagents into a compact design. SNPstream includes Autoprimer.com,
a unique web-based tool that automatically designs genotype experiments and associated reagents using
proprietary algorithms. Beckman Coulter has further collaborated with companies such as Third Wave
Technologies, Sequenom and Promega Corporation to automate front-end sample processing for DNA
sequence SNP analysis, using products such as Beckman Coulter’s Biomek® automated laboratory
workstations and SAGIAN™ Core systems to streamline the task. These products provide customers
with the means to perform low-cost, automated assay development as well as accurate analysis of tens
of thousands of human genetic variations. In 2003, Beckman Coulter released the SNP-Stream II,
genotyping system, combining the next generation SNP-Stream II with Beckman Coulter automated
sample preparation.

Liquid handling robotic workstations and integrated systems automatically perform exacting and
repetitive processes in biotechnology and drug discovery laboratories. Operations performed by these
workstations include the dispensing, measuring, dilution, and mixing of samples and analysis of
reactions as well as robotic manipulation of samples. Key products in this area are Beckman Coulter’s
SAGIAN™ Core systems and its Biomek® FX automated laboratory workstation. These products use
sophisticated scheduling and data handling software to help biotechnology and pharmaceutical firms
substantially reduce the time to market for new drugs by allowing them to process assays 24 hours a
day. In 2002, an upgraded Biomek FX workstation was introduced. This system was capable of
completely automating ELISA and homogeneous biological assays. In 2003, Beckman Coulter released
several enhancements for the Biomek FX, including software enhancements and an expanded menu of
third party integrations. As part of its menu expansion activities, Beckman Coulter continues to
automate third-party chemistry kits used in biodefense, biopharma, and molecular diagnostic
applications. Prices for these systems range from $50,000 to $500,000.

In 2001, Beckman Coulter acquired Anthos Labtec Instruments GmbH, obtaining microplate
reader detection capability. Microplate readers allow highly parallel analysis of biomolecules and are
standard tools used in Systems Biology and drug discovery operations. In 2003 Beckman introduced two
new readers from Anthos, the AD-340 designed for integration with existing automation, and the
AD-200, with applicability for automation and stand-alone operation. Current generation readers sell in
the range from $5,000 to $15,000.

Centrifugation and Analytical Systems

Beckman Couiter offers a wide range of biomedical research systems that are used to advance
basic understanding of life processes. Much of this basic research is performed in university and
medical school labs, research institutes and government labs. The same research systems are also used
for applied research in pharmaceutical and biotechnology companies. Product categories include
centrifuges, high performance liquid chromatography (“HPLC”), capillary electrophoresis, protein
microarray systems, microplate readers and washers, spectrophotometers, pH meters, and liquid
scintillation counters.

Centrifuges separate liquid samples based on the density of the components. Samples are rotated
at up to 130,000 revolutions per minute to create forces that exceed 1,000,000 times the force of
gravity. These forces result in a nondestructive separation that allows proteins, DNA, viruses, and other



cellular components to retain their biological activity. Beckman Coulter’s centrifuges also are finding
uses in genomic and proteomic research, where the instruments increase productivity in sample
preparation. Centrifuge models range from small tabletop units, such as the Microfuge® and Allegra®
lines of products to larger, free-standing units, such as the Avanti® J series, to ultracentrifuges capable
of spinning samples at extremely high speeds, such as the Optima™ series. In 2003, the company added
the Allegra™ X-12 and X-22 centrifuges to its line of benchtop centrifuges. Centrifuges are priced from
$2,000 to $250,000.

Both high performance liquid chromatography (HPLC) and capillary electrophoresis are separation
technologies that Beckman Coulter has implemented in analytical- and application-focused platforms.
HPLC uses pressurized solvents to mobilize sample mixtures through columns packed with solid or gel
phase separating agents. This technique is capable of separating very complex mixtures of both organic
and inorganic molecules. Beckman Coulter focuses on biologically related applications and sells a
variety of products under the System Gold® and ProteomelLab™ name. For example, Beckman Coulter
introduced the Proteomelab™ PF 2D in 2003. The PF 2D is a novel and innovative multi-dimensional
liquid chromatography system used for analysis and profiling of proteins expressed in response to
normal development, disease and drug administration. It has major advantages in that profiled proteins
are captured as liquid phase fractions and are readily available for further biochemical analysis
including identification by immunoassay, mass spectroscopy fingerprinting and amino acid analysis.
These systems range in price from $35,000 to $110,000.

Capillary electrophoresis uses the electrical charge found on biological molecules to separate
mixtures into their component parts. Its chief advantages are its ability to process very small sample
volumes, separation speed, and high resolution. The technique is considered a complement to HPLC
and is highly effective in rapid separation and analysis of a variety of molecules in numerous
applications. These applications are utilized in basic research, pharmaceutical methods development
and quality control and include genetic analysis, ion analysis, chiral drug analysis, protein and peptide
analysis and carbohydrate analysis. Beckman Coulter has three major research platforms utilizing
capillary electrophoresis technology, which include the P/ACE™ MDQ series capillary electrophoresis
systems, the ProteomeLab™ PA 800 series protein characterization systems and the CEQ™ 8000 series
genetic analysis systems. The ProteomeLab™ PA 800 and CEQ™ 8800 were introduced in 2003 as
advanced protein analysis systems to allow researchers to resolve and quantify proteins by their
isoelectric point and molecular weight. The system also, generates high-resolution peptide maps and
carbohydrate profiles and provides front-end separation to mass spectrometry. Capillary electrophoresis
systems sell in the range of $30,000 to $90,000.

Spectrophotometry is the optical measurement of compounds in liquid mixtures. Monitoring
biological reactions is a typical application for this technology. Beckman Coulter’s DU® series of
spectrophotometers are characterized by adaptive software that allows users to control the time,
temperature and wavelength of light used for measurement, while computing and recording
experimental results. Spectrophotometers sell in the $2,000 to $30,000 range.

Researchers often insert radioactive atoms into compounds that are then introduced into biological
systems. The compounds can be traced to a specific tissue or waste product by measuring the amount
and type of radioactive label that is present with a liquid scintillation counter. Beckman Coulter’s LS™
series liquid scintillation systems sell in the $16,000 to $30,000 range.

Cellilar Analysis Products

Cellular analysis products utilize flow cytometry for numerous applications in basic research,
clinical research and drug discovery. Flow cytometers rapidly count and categorize multiple types of
cells in suspension. They extend analysis further by identifying a specific cell’s characteristics, thereby
allowing researchers to analyze specific cell populations. This analysis can be performed beyond blood
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to include bone marrow, tumors, and other cells. Beckman Coulter’s line of flow cytometry systems
includes the COULTER® EPICS® ALTRA™ HyPerSort Cell Sorting System, the COULTER® EPICS®
XL™ Flow Cytometer, and the Cytomics FC 500 Series flow cytometry systems. The EPICS ALTRA
system is used for advanced diagnostics and research. It is designed to perform sophisticated cell
analysis and sorting applications using Beckman Coulter’s extensive portfolio of reagents. The EPICS
ALTRA performs complex multi-parameter applications such as DNA analysis, physiologic
measurements, chromosome enumeration, and the study of the hematopoetic process. The cell sorting
capability of the system allows for the rapid separation of very large numbers of specific cell
populations from a heterogeneous mixture. In 2002, Beckman Coulter introduced the first in its
Cytomics FC 500 Series of flow cytometer systems. This dual-laser, five-color cytometer is aimed at the
clinical research and research markets. In early 2003 the FC500 MPL was introduced, expanding the
customer base into the biopharmaceutical drug discovery and development processes. This system
automates cellular based assays in the standard microtiter plate format and is complemented by
Beckman Coulters extensive line of automated liquid handling systems. These products sell in the
$150,000 to $400,000 range.

In 2000, Beckman Coulter signed distribution agreements with Cellomics, Inc. to sell their
specialized products in concert with its automation systems. Cellomics’ array scan products are used in
drug discovery applications to measure multiple cellular responses 1o experimental drugs in an
automated, high-throughput fashion. This distribution agreement reverted to co-exclusivity with Zeiss
Corporation during 2003. Consequently, Beckman Coulter acquired the assets of Q3DM Inc. Q3DM
has developed an advanced high-throughput microscopy system to perform high-content multiplexed
analysis of cells in drug discovery, candidate screening and drug target validation. One important
application of this new system is in “‘candidate drug” screening in which cell signaling events or
morphological changes are measured in cells upon challenge by the drug for the determination of drug
efficacy or toxicity. Another important application is the validation of “candidate drug targets.” In this
application, cells are transfected with siRNAs, special biomolecules designed to down-regulate specific
individual genes within the cell, and phenotypic changes resulting from the lack of gene are measured
to aid in determining the genes function. This system, the EIDAQ 100/HTM is currently being utilized
by several major biopharmaceutical companies in drug discovery and the screening of candidate drugs.

Farticle Characterization

Focused on the basic characterization of cells and raw materials, Beckman Coulter offers a
spectrum of products that count, size and perform other analyses. Based on three basic platforms,
Beckman Coulter offers solutions founded on light scattering for raw industrial materials and on the
Electrical Sensing Zone (Coulter Principle) for count and size of particles and cells. These “Coulter
Counter”’-based instruments are commonly used in areas such as platelet cell counting and research for
body fluids. They also have uses in a number of industrial processes. In 2002, Beckman Coulter
introduced the Vi-CELL™ cell viability analyzer. This small analyzer automates what is currently a
labor intensive, manual process widely used in tissue culture studies and cell yields from fermentation
processes. In 2003, a higher resolution unit was introduced that permits analysis of smaller cells. The
Vi-CELL is currently offered in two configurations, with prices ranging from $35,000 to $50,000.

Immunomics

This line of products—called iTAg™ MHC Tetramers—include standard research products and
custom products designed to meet the needs of researchers measuring the response to specific peptides.
Performed on flow cytometers, these cellular immune response tests can be used in a variety of clinical
research activities, such as in clinical trials to quickly determine if new vaccines or therapies are
creating the appropriate response in the body. Ultimately, Beckman Coulter anticipates that
complementary TVD tests will be developed using the same technology. During 2001, Beckman Coulter

11




introduced three additional ready-to-use MHC Tetramer research reagents for Cytomegalovirus (CMV),
Epstein-Barr Virus (EBV), and Influenza. During 2002, the product portfolio was significantly expanded
to cover over eight HLA specificities and numerous disease targets, based on customer needs. In 2002,
the Company also announced a breakthrough in autoimmune testing. These products, called Class II
MHC Tetramers, can be used to detect and quantitate T-Cells involved in autoimmune diseases such as
Type I diabetes, rheumatoid arthritis, and multiple sclerosis. In 2003, the company introduced its
iTopia™ Epitope Discovery System, a novel and proprietary new technology for the discovery of
immunogenic epitopes, which is expected to aide biopharmaceutical companies in the design and
development of novel vaccines to help fight disease.

Molecular Diagnostics

Molecular diagnostics is an emerging and promising field that includes genotyping, genetic disease
testing, and infectious disease testing. As knowledge of the genome and its functioning continues to
expand, new applications are being developed. In some cases these applications are being used today as
diagnostic tools as well as in genetic disease susceptibility testing. Beckman Couiter is now focusing on
this market with the development of applications for molecular pathology that leverage Beckman
Coulter’s CEQ 8000 technology and liquid handling expertise.

Cempetition

All of Beckman Coulter’s markets have significant barriers to entry. One major barrier is the
research and development investment and technical infrastructure needed to develop complex systems
which require the integration of engineering, life science (biological and chemical), and computer
science disciplines. In addition, it is necessary to have an extensive worldwide distribution infrastructure
with highly qualified personnel to provide sales, service, customer training, and technical product
support. Also, in some cases, authorization to market clinical diagnostics products must be obtained
from regulatory authorities in the United States and other countries.

Beckman Coulter encounters significant competition from many domestic and international
manufacturers, with many companies participating in one or more parts of each market segment. Some
of these competitors are divisions or subsidiaries of corporations with substantial resources. In addition,
Beckman Coulter competes with several companies that offer reagents, consumables and service for
laboratory instruments that are manufactured by Beckman Coulter and others.

Competitors in the clinical diagnostics market include Abbott Laboratories (Diagnostics Division),
Bayer AG (Diagnostics Business Group), Dade Behring, Johnson & Johnson (Ortho-Clinical
Diagnostics, Inc.), Roche Group (Diagnostics Division), Diagnostic Products Corporation, Diagnostica
Stago, and Sysmex Corporation. Competitors focused more directly in the life science research market
include Agilent Technologies (Chemical Analysis Group), Amersham Biosciences (recently acquired by
GE), Bio-Rad Laboratories, Inc., Hitachi High-Technologies Corporation (Life Sciences),

PerkinElmer, Inc., Applera Corporation (Applied Biosystems), Shimadzu Corporation, Tecan

Group, Ltd., Waters Corporation, SPX Corporation (Kendo Laboratory Products), Jouan Group, and
Thermo Electron Corporation (Life Sciences). In Specialty Testing, the primary competitor is Becton
Dickinson and Company (BD Bioscience Immunocytometry Systems).

Research and Development

Beckman Coulter’s new products originate from four sources: (1) internal research and
development programs; (2) external collaborative efforts with individuals in academic institutions and
technology companies; (3) devices or techniques that are generated in customers’ laboratories; and
(4) business and technology acquisitions. Development programs focus on production of new
generations of existing product lines as well as new product categories not currently offered. Areas of
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pursuit include innovative approaches to cell characterization, immunochemistry, molecular biology,
advanced electrophoresis technologies, and automated sample processing and information technologies.
Beckman Coulter’s research and development teams are skilled in a variety of scientific, engineering,
and computer science disciplines, in addition to a broad range of biological and chemical sciences.
Beckman Coulter’s research and development expenditures were $194.3 million in 2003, $181.4 million
in 2002, and $187.9 million in 2001.

Sales and Service

Beckman Coulter has sales in more than 130 countries and maintains its own marketing, service
and sales forces in major markets throughout the world. Most of Beckman Coulter’s products are
distributed by Beckman Coulter’s sales groups; however, Beckman Coulter employs independent
distributors to serve those markets that are more efficiently reached through such channels. In addition
to direct sales of its instruments, Beckman Coulter leases certain instruments to its customers,
principally those used for clinical diagnostic applications in hospitals.

Beckman Coulter’s sales representatives are technically educated and trained in the operation and
application of Beckman Coulter’s products. The sales force is supported by a staff of scientists and
technical specialists in each product line and in each major scientific discipline served by Beckman
Coulter’s products. These individuals give Beckman Coulter the ability to provide immediate after sales
service and technical support, elements which are critical to customer satisfaction. This includes
capabilities to provide immediate technical support by phone and to deliver parts or have a service
engineer on site within hours. To have such capabilities on a global basis requires a major investment in
personnel, facilities, and other resources. Beckman Coulter’s large, existing installed base of instruments
makes the required service and support infrastructure financially viable. Beckman Coulter considers its
reputation for service responsiveness and its worldwide sales and service network to be important
competitive assets.

Patents and Trademarks

Beckman Coulter’s primary trademark and trade name is “Beckman Coulter” alone or in
association with its logo. The company vigorously protects its primary trademark, which is used on or in
association with Beckman Coulter’s worldwide products offerings. The Company believes that the name
“Beckman Coulter” is recognized throughout the worldwide scientific and diagnostic community as a
premier source of biomedical instrumentation and products. Beckman Coulter also owns and uses
secondary trademarks on or in association with various products for product differentiation purposes.
“Coulter” is used as a secondary mark and source identifier with some products of the company.

Beckman Coulter actively seeks and maintains exclusive patent rights in areas of technology
important to its business. Beckman Coulter currently maintains a worldwide portfolio of approximately
2,500 active patents and pending applications for patents. In addition, whenever appropriate, Beckman
Coulter obtains licenses under patents held by third parties. Beckman Coulter’s portfolio of patents
include approximately 600 active U.S. patents and approximately 200 filed applications for U.S. patents,
with the balance being patents and pending applications on selected products or technologies in
markets outside the U.S. The entire portfolio of patents and applications is distributed approximately
equally between the biomedical research segment and the clinical diagnostics segment. Some patents
are applicable to both segments with respect to instruments and products that have utility in either
segment. The Beckman Coulter patent portfolio provides the company a level of exclusivity with respect
to its products, and serves as the basis for negotiating licenses with others having exclusive rights.
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Government Regulations

Beckman Coulter’s products and operations are subject to a number of federal, state, local and
foreign laws and regulations. It believes that its products and operations comply in all material respects
with these laws and regulations. Although Beckman Coulter continues to make expenditures to comply
with these requirements, it does not anticipate any expenditures which would have a material impact on
the Company’s operations or financial position.

Virtually all of the Company’s clinical diagnostics products and some of its biomedical research
products are classified as “medical devices” under the United States Food, Drug and Cosmetic Act.
The Food, Drug and Cosmetic Act requires these products, when sold in the United States, to be safe
and effective for their intended use and to comply with regulations administered by the United States
Food & Drug Administration (“FDA”). These regulatory requirements include the following:

o Establishment Registration—The Company must register with the FDA each facility where
regulated products are developed or manufactured. These facilities are periodically inspected by
the FDA.

* Marketing Authorization—The Company must obtain FDA authorization to begin marketing a
regulated product in the United States. For most of the Company’s products, this authorization
is obtained by submitting a pre-market notification which simply provides data on the
performance of the product. This data is reviewed by FDA's staff and, in most cases,
authorization to begin marketing is received within ninety days from submission of the
notification. A small number of products must go through a formal pre-market approval process
which includes the performance of clinical studies and review of the product by a formal
scientific review panel.

¢ Quality Systems—The Company is required to establish a quality system which includes
procedures for ensuring that regulated products are developed, manufactured, and distributed in
accordance with specified standards. The Company also must establish procedures for
investigating and responding to customer complaints regarding the performance of regulated
products.

° Labeling—The labeling for the products must contain specified information and, in some cases,
the FDA must review and approve any quality assurance protocols specified in the labeling.

° [mports and Exports—The Food, Drug and Cosmetic Act establishes requirements for importing
products into the United States and exporting them from the United States. In general, any
limitations on importing and exporting products apply only to products that have not received
marketing authorization. These requirements have minimal impact on the Company since it
routinely obtains marketing authorization for its products.

» Post-market Reporting—After regulated products have been distributed to customers, the
Company must investigate and report to the FDA certain events involving the products and also
must notify the FDA when it conducts recalls or certain types of field corrective actions
involving the products.

The Food, Drug and Cosmetic Act gives the FDA the authority to bring legal action to enforce the
act and address violations. Legal remedies available to the FDA for violations of the act include seizure
of violative products, injunctions against the distribution of the products, and the assessment of civil
penalties. The FDA normally provides companies with an opportunity to correct alleged violations
before taking legal action.
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In 1993 the member states of the European Union (“EU”) began implementation of their plan for
a new unified EU market with reduced trade barriers and harmonized regulations. The EU adopted a
significant international quality standard, the International Organization for Standardization Series 9000
Quality Standards (“ISO 9000”). Beckman Coulter’s major manufacturing operations and development
centers have been certified as complying with the requirements of the appropriate ISO 9000 standard.
Many of Beckman Coulter’s international sales and service subsidiaries also have been certified as
complying.

The EU also has adopted a number of “directives” that specify requirements for medical devices
and other products. Beckman Coulter’s products that are covered by these directives must comply with
their requirements in order to be sold in the EU. The key directives that have been applicable to
Beckman Coulter’s products include those establishing requirements for electromechanical safety,
electromagnetic compatibility, packaging and packaging waste, and non-implantable medical devices. In
order to comply with these requirements, the company has taken steps such as modifying certain of its
designs, obtaining specialized test equipment, generating information about its packaging materials, and
modifying its product labeling. In 1999, the EU adopted a new directive establishing requirements for
in vitro diagnostic products. Compliance with this directive became mandatory in December 2003. The
Company has taken action to address the requirements of the directive and believes that it is in
substantial compliance with these requirements

The design of Beckman Coulter’s products and the potential market for their use may be directly
or indirectly affected by U.S. and foreign regulations governing reimbursement for clinical testing
services. Health care reform efforts in the United States and in some foreign countries also may further
alter the methods and financial aspects of doing business in the health care field. Beckman Coulter
closely follows these developments so that it may position itself to respond to them. However, Beckman
Coulter cannot predict the effect on its business of these reforms should they occur nor of any other
future government regulation.

Environmental Matters

The Company is subject to federal, state, local and foreign environmental laws and regulations.
Although the Company continues to make expenditures for environmental protection, it does not
anticipate any expenditures to comply with such laws and regulations which would have a material
impact on the Company’s operations or financial position. The Company believes that its operations
comply in all material respects with applicable federal, state and local environmental laws and
regulations.

To address contingent environmental costs, the Company establishes reserves when the costs are
probable and can be reasonably estimated. The Company believes that, based on current information
and regulatory requirements, the reserves established by the Company for environmental expenditures
are adequate. Based on current knowledge, to the extent that additional costs may be incurred that
exceed the reserves, the amounts are not expected to have a material adverse effect on the Company’s
operations, financial condition or liquidity, although no assurance can be given in this regard.

In 1983, the Company discovered organic chemicals in the groundwater near a waste storage pond
at its manufacturing facility in Porterville, California. Soil and groundwater remediation have been
underway at the site since 1983. In 1989, the U.S. Environmental Protection Agency (“EPA”) issued a
final Record of Decision specifying the soil and groundwater remediation activities to be conducted at
the site. The EPA has agreed that the Company has completed remediation of a substantial portion of
the site and has agreed that the Company can discontinue its pump and treat activities and implement
monitored natural attenuation as the remedial action for the small portion of the site where remedial
action is still needed. SmithKline Beckman, the Company’s former controlling stockholder, agreed to
indemnify the Company with respect to this matter for any costs incurred in excess of applicable
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insurance, eliminating any impact on the Company’s earnings or financial position. SmithKline
Beecham p.l.c., the surviving entity of the 1989 merger between SmithKline Beckman and Beecham and
GlaxoSmithKline p.l.c., the surviving entity of the 2000 merger between SmithKline Beecham and
Glaxo Wellcome, assumed the obligations of SmithKline Beckman in this respect.

In 1987, soil and groundwater contamination was discovered on property in Irvine, California
formerly owned by the Company. In 1988, The Prudential Insurance Company of America
(*Prudential”), which had purchased the property from the Company, filed suit against the Company in
U.S. District Court in California for recovery of costs and other alleged damages with respect to the
soil and groundwater contamination. In 1990, the Company entered into an agreement with Prudential
for settlement of the lawsuit and for sharing current and future costs of investigation, remediation and
other claims. Soil and groundwater remediation of the Irvine property have been in process since 1988.
In July 1997, the California Regional Water Quality Control Board, the agency overseeing the site
groundwater remediation, issued a closure letter for the upper water bearing unit. In October 1999, the
Regional Water Quality Control Board agreed that the groundwater treatment system could be shut
down. Continued monitoring will be necessary for a period of time to verify that groundwater
conditions remain acceptable. The Company believes that additional remediation costs, if any, beyond
those already provided for the contamination discovered by the current investigations, will not have a
material adverse effect on the Company’s operations, financial position or liquidity. However, there can
be no assurance that further investigation will not reveal additional soil or groundwater contamination
or result in additional costs.

Employee Relations

As of December 31, 2003, Beckman Coulter had approximately 7,400 employees located in the
United States and approximately 2,500 employees in international operations. Beckman Coulter
believes its relations with its employees are good.

Geographic Area Information

Information with respect to the above-captioned item is incorporated by reference to Note 15,
“Business Segment Information” of the Consolidated Financial Statements included in Item 8 of this
report.

Risk Factors and Forward Looking Statements

This report on Form 10-K, the Company’s quarterly reports on Form 10-Q, its other SEC filings,
its press releases, and its other written and oral statements throughout the year may contain “forward-
looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. These
statements may be recognized by the use of terms such as “will”, “should”, “may”, “outlook”,
“anticipates”, “expects”, and “foresees”. All forward-looking statements are based on information

available and the Company’s expectations at the time they are made, and are subject to a number of
risks and uncertainties, some of which are beyond the Company’s control.

Sales

The Company’s ability to achieve its anticipated level of sales is affected by factors such as capital
spending policies, capital markets, and the availability of government funding. In particular, many
biomedical research customers are reliant on government funding and a number of clinical diagnostics
customers rely on prompt and full reimbursement by Medicare and equivalent programs in other
countries. Biomedical research sales also are affected by pharmaceutical company spending policies and
access to capital by biotechnology start ups. Clinical diagnostics sales are affected by the Company’s
ability to enter into contracts with group purchasing organizations and integrated health networks.
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Sales, in general, also are affected by factors such as the effect of potential health care reforms, loss of
market share through aggressive competition, the rate at which new products are introduced by the
Company and its competitors, the extent to which new products displace existing technologies,
comparative pricing, especially in areas where currency has an effect, and general economic conditions
in significant foreign countries in which the Company does business, such as Japan and Germany.

Earnings and Financial Results of Operations

Actual earnings may differ from those estimated due to a variety of facters. Since the Company
does a substantial part of its business outside of the United States, earnings can be significantly
impacted by changes in foreign currency exchange rates and related hedging costs. Earnings also may
be impacted by unanticipated increases in interest rates on the portion of the Company’s debt that is
not fixed, thereby increasing the Company’s interest expense. Earnings per share (EPS) may be affected
by the number of shares outstanding and, with respect to diluted EPS, the number and value of options
outstanding. The effect of taxes and changes in tax policy, unanticipated increases in labor and other
costs and one time events also may have an effect. In recent years, consolidation among health care
providers and the formation of buying groups has put pressure on pricing. Similarly, increases in the
number of instrument systems leased rather than purchased and changes in allocation between the
hardware and consumables portion of contracts could change the timing of earnings. These pressures
challenge the Company’s ability to maintain historical profit margins, unless it can also obtain
equivalent decreases in operating costs.

Products

Expected introductions of new products may be impacted by complexity and uncertainty regarding
development of new high-technology products. In addition, the Company’s ability to introduce new
products and to continue marketing existing products may be affected by patents and other intellectual
property and by the viability of supply partners for those products where Beckman Coulter is a
distributor. Introduction of new products may be affected by delays in obtaining any government
marketing authorizations necessary to market the products, particularly in clinical diagnostics.
Introduction of new products also may be delayed due to shortages in qualified engineers,
programmers, and other key labor categories. The ability to obtain raw materials and components,
especially in the rapidly evolving electronic components market, usually does not affect the introduction
of new products, but may affect the Company’s ability to achieve anticipated production levels.

Available Information

Beckman Coulter routinely files reports and other information with the SEC, including Forms 8-K,
10-K, 10-Q, and 11-K, Form S-8, and Form DEF 14A. The public may read and copy any materials the
Company files with the SEC at the SEC’s Public Reference Room at 450 Fifth St., NW, Washington,
DC 20549. The public may obtain information on the operation of the Public Reference Room by
calling the SEC at 1-800-SEC-0330. The SEC maintains an Internet site that contains reports, proxy,
and information statements, and other information regarding issuers that file electronically with the
SEC. The address of that site is “Antp://www.sec.gov”.

The Company maintains an Internet website which includes a link to a site where copies of the
Company’s annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K,
and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange
Act may be obtained free of charge as soon as reasonably practicable after they are electronically filed
with, or furnished to, the SEC. These materials may be accessed by accessing the website at
“http:/fwww.beckmancoultercom” and selecting “Investor Relations”. Paper copies of these documents
also may be obtained free of charge by writing to the Company at “Beckman Coulter, Inc., Office of
Investor Relations (M/S A-38-C), 4300 N. Harbor Blvd., P O. Box 3100, Fullerton, CA 92834-3100".
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Item 2. Properties

Beckman Coulter’s primary instrument assembly and manufacturing facilities are located in
Fullerton, Brea, and Palo Alto, California; Chaska, Minnesota; and Miami, Florida. Components, parts,
and electronic subassemblies are manufactured in facilities located in Fullerton and Porterville,
California and Hialeah, Florida. An additional manufacturing facility is located in Galway, Ireland.
Reagents are manufactured in Fullerton, Carisbad, and Palo Alto, California; Chaska, Minnesota;
Miami, Florida; Florence, Kentucky; Galway, Ireland; Germany; France; Japan; Australia; and China.

Beckman Coulter’s facility for the production of Hemoccult test kits and related products is
located in Sharon Hill, Pennsylvania, and its facility for production of microplate readers is in Salzburg,
Austria, A portion of Beckman Coulter’s laboratory robotics operations are conducted in facilities
located in Indianapolis, Indiana. Beckman Coulter’s European administration center is located in Nyon,
Switzerland.

In early 2002, the Company entered into agreements with a third party to provide distribution
services in the United States. As a result, Beckman Coulter’s products are now distributed from that
company’s warehouses located in Ontario and Hayward, California; Memphis, Tennessee; and Jersey
City, New Jersey. The third party provider also has taken over operation of Beckman Coulter’s former
distribution center in Somerset, New Jersey. Beckman Coulter continues to operate distribution
locations in Brea and Fullerton, California; Chaska, Minnesota; Opa Locka and Miami Lakes, Florida;
Dusseldorf, Germany; and Paris, France.

Beckman Coulter owns the facilities located in Carlsbad, Fullerton, and Porterville, California;
some of the facilities in Hialeah, Florida; and a facility in Krefeld, Germany. All of the other facilities
are leased. The Brea and Palo Alto, California; Miami, Florida; and Chaska, Minnesota facilities, which
were previously owned by Beckman Coulter and sold in 1998, are leased for initial terms of twenty
years with options to renew for up to an additional thirty years.

Beckman Coulter believes that its production facilities meet applicable government environmental,
health and safety regulations, and industry standards for maintenance, and that its facilities in general
are adequate for its current business.

Item 3. Legal Proceedings

The Company is involved in a number of lawsuits, which the Company considers ordinary and
routine in view of its size and the nature of its business. The Company does not believe that any
ultimate liability resuiting from any of these lawsuits will have a material adverse effect on its resuits of
operations, financial position or liquidity. However, the Company cannot give any assurances regarding
the ultimate outcome of these lawsuits and their resolution could be material to the Company’s
operating results for any particular period, depending upon the level of income for the period.

In December 1999, Streck Laboratories, Inc. (“Streck”) sued Beckman Coulter, Inc. and Coulter
Corporation in the United States District Court for the District of Nebraska. Streck alleged that certain
hematology control products sold by Beckman Coulter, Inc. and/or Coulter Corporation infringed each
of six patents owned by Streck, and sought injunctive relief, damages, attorney fees and costs. Beckman
Coulter, Inc., on behalf of itself and Coulter Corporation, denied liability. Trial of the action
commenced in late October, 2002. On November 12, 2002, while the trial was underway, the parties
reached a settlement of the litigation. Under the terms of the settlement, a judgment was entered that
the six Streck patents are valid and were infringed by Beckman Coulter. Beckman Coulter also agreed
to pay Streck a confidential, fixed amount for past infringement and a royalty going forward for a
non-exclusive license under the six patents for hematology controls.

During the first quarter of 2003, the Company settled its claims against an escrow account created
as part of the Beckman Instruments, Inc. 1997 acquisition of Coulter Corporation to cover contingent
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pre-acquisition liabilities. The Company recorded a non-taxable credit of $28.9 million and related
pretax expenses of $2.0 million ($1.2 million after taxes), resulting in a net credit of $27.7 million after
taxes.

In September, 2003, an Orange County, California Superior Court jury awarded Beckman
Coulter, Inc. approximately $934 million in compensatory and punitive damages as the result of a
lawsuit the company filed against Flextronics International Ltd. and its U.S. subsidiary Flextronics
USA, Inc., formerly known as Dovatron. Beckman Coulter filed the lawsuit in the second quarter of
2001 seeking unspecified damages for breach of contract and other claims. In November, 2003, the
Company reached a settlement agreement with Flextronics, in the amount of $23 million. The taxable
settlement was received in the fourth quarter of 2003, and resolved Beckman Coulter’s claim for
compensatory and punitive damages and includes reimbursement for legal and other related expenses.
Beckman Coulter decided to enter into the settlement due to the extensive additional judicial review
required to continue litigation, the uncertainty of the final outcome, and Flextronics’ willingness to
enter into serious negotiations.

Item 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of stockholders during the fourth quarter of 2003.

Executive Officers of Beckman Coulter

The following is a list of the executive officers of Beckman Coulter as of February 6, 2004, showing
their ages, present positions and offices with Beckman Coulter and their business experience during the
past five or more years. Officers are elected by the Board of Directors and serve until the next annual
Organization Meeting of the Board. Officers may be removed by the Board at will. There are no family
relationships among any of the named individuals, and no individual was selected as an officer pursuant
to any arrangement or understanding with any other person.

Executive Officer Succession Planning

The Board oversees succession planning at the executive officer level. As part of the succession
planning process, Mr. Wareham has informed the Board of his intention to retire and step down from
his current position by the 2005 Shareholder’s Meeting. The Board has formed a separate transition
committee to organize the succession selection and transition process.

John P. Wareham, 62, Chairman of the Board and Chief Executive Officer

Mr. Wareham was Chairman, President and Chief Executive Office until December 2003. He
became Chairman in February 1999, Chief Executive Officer in September 1998 and President in
October 1993. He also served as the Company’s Chief Operating Officer from October 1993 to
September 1998 and as Vice President, Diagnostic Systems Group from 1984 to 1993. Prior to 1984, he
had served as President of Norden Laboratories, Inc., a wholly owned subsidiary of SmithKline
Beckman Corporation engaged in developing, manufacturing and marketing veterinary pharmaceuticals
and vaccines, having first joined SmithKline Corporation, a predecessor of SmithKline Beckman
Corporation, in 1968. He is a director and past Chairman of AdvaMed, the Advanced Medical
Technology Association (formerly the Health Industry Manufacturers Association), a member of the
Board of Trustees of the Manufacturers Alliance/MAPI, the National Association of Manufacturers
(NAM), and the California Healthcare Institute (CHI). He is also on the advisory board for The John
Henry Foundation, a member of the Center for Corporate Innovation, a member of the Chief
Executive Roundtable of the University of California—Irvine, a member of the Advisory Council of the
Keck Graduate Institute of Applied Life Sciences, and a director of Steris Corporation. He has been a
director of Beckman Coulter since 1993.

19



Scott Garrett, 54, President and Chief Operating Officer, Beckman Coulter, Inc.

Mr. Garrett was named President, Chief Operating Officer, Beckman Coulter, Inc. in December,
2003. He was previously President, Clinical Diagnostics since June 2002. Prior to joining Beckman
Coulter, Inc., he served as chief executive officer of Garrett Capital Advisors and as chief executive
officer for Kendro Laboratory Products, L.P. Mr. Garrett’s other experience includes almost 20 years
with Baxter International/American Hospital Supply Corporation. He began his career with Baxter in
product development. Through a series of promotions over the course of his tenure, Mr. Garrett
became Group Vice President of Baxter and President of the Diagnostics subsidiary. Baxter’s
Diagnostics subsidiary subsequently became Dade International and then Dade Behring, Inc., where
Mr. Garrett served as Chairman and Chief Executive Officer.

Elias Caro, 52, President, Biomedical Research Division

Mr. Caro was named President, Biomedical Research in January 2003. He previously served as
Group Vice President of the Diagnostics Development Centers and Strategic Marketing since
September 2001, Vice President for the Cellular Analysis Development Center from February 1999
through August 2001, and Vice President-Director, Program Management and Quality Assurance for
the CADC from 1998 to 1999. Mr. Caro held senior management positions since 1985 with Coulter
Corporation, which was acquired in October 1997.

James T Glover, 54, Vice President, Controller, Chief Accounting Officer, and Interim Chief Financial
Officer

Mr. Glover was named Vice President and Controller and Chief Accounting Officer in February,
2003 and Interim Chief Financial Officer in August 2003. He had been Vice President and Treasurer
since 1999. Previously, he had been Vice President and Controller of Beckman Coulter since 1993, and
Vice President, Controller—Diagnostic Systems Group from 1989. Mr. Glover joined Beckman Coulter
in 1983, serving in several management positions, including a two-year term at Allergan, Inc., then a
Company affiliate. Prior to 1983, he held management positions with KPMG LLP and another Fortune
500 Company.

Paul Glyer, 47, Vice President—Director and Treasurer

Mr. Glyer was named Vice President-Director and Treasurer in February, 2003. He had been Vice
President-Director, Financial Planning since November, 1999 and Vice President-Director, Finance for
Diagnostics Development and Corporate Manufacturing since February 1999 and Assistant Treasurer
and then Treasurer from 1989 to 1999. Mr. Glyer joined the Company in 1989.

Fidencio M. Mares, 57, Vice President, Human Resources and Corporate Communications

Mr. Mares was named Vice President, Human Resources and Corporate Communications of
Beckman Coulter in 1995. Prior thereto he had been President of The Gas Company of Hawaii. Before
that he was Senior Vice President of Administration and Human Resources for Pacific Resources, Inc.,
Corporate Wage and Salary Manager and Corporate Human Resources Services Manager for Getty Oil
Company/Texaco, Inc., and held various human resources managerial positions at Southern California
Edison.

William H. May, 61, Vice President, General Counsel and Secretary

Mr. May has been Vice President, General Counsel, and Secretary of Beckman Coulter since 1985
and has been General Counsel and Secretary of Beckman Coulter since 1984, Mr. May first joined
Beckman Coulter in 1976. Mr. May is a member of the Board of Directors of the Arnold and Mabel
Beckman Foundation.
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PART II
Item 5. Market for the Registrant’s Common Stock and Related Stockholder Matters
Holders and Dividends

As of January 30, 2004, there were approximately 5,725 holders of record of Beckman Coulter’s
common stock. During 2000, Beckman Coulter conducted a stock split in the form of a two-for-one
stock dividend distributed on December 7, 2000 to stockholders of record on November 15, 2000. All
share and per share amounts included in this Form 10-K have been retroactively restated to reflect this
two-for-one split. During 2003, Beckman Coulter paid two quarterly dividends of nine cents per share
and two quarterly dividends of eleven cents per share, for a total of 40 cents per share of common
stock for the year. During 2002, Beckman Coulter paid two quarterly dividends of eight and one-half
cents per share and two quarterly dividends of nine cents per share, for a total of thirty-five cents per
share of common stock for the year. During 2001, Beckman Coulter paid four quarterly dividends of
eight and one-half cents per share, for a total of thirty-four cents per share of common stock for the
year.

Securities Authorized for Issuance Under Equity Compensation Plans

The information with respect to securities authorized for issuance under equity compensation plans
required by this Item is incorporated by reference to that part of Beckman Coulter’s Proxy Statement
for the Annual Meeting of Stockholders to be held April 1, 2004 entitled “SPECIFIC BENEFITS—
EQUITY COMPENSATION PLANS,”
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Item 6. Selected Financial Data—Dollars in millions, except amounts per share

Years Ended December 31, 2003 2002 2001 2000 1599
Sales .. ... $2,192.5 $2,059.4 $1,984.0 $1,886.9 $1,808.7
Net earnings(1)(2)3)(4) . .. ..o $ 2072 § 1355 $ 1384 § 1255 § 106.0
Basic earnings per share(1)(2)(3)(4) .......... $ 338 § 219 § 229 $ 213 $§ 185
Diluted earnings per share(1)(2)(3){4) ... ...... $ 321 § 208 $ 216 $ 203 $§ 1.79
Dividends paid per share of common stock ... .. $ 0400 $ 0350 $ 0340 $ 0325 $ 0320
Shares outstanding (millions) ............... 62.0 61.0 51.2 59.7 579
Weighted average common shares and dilutive

common share equivalents (millions) . ....... 64.5 65.1 64.0 61.8 59.3
Total assets .. ....... ... .. ... $2,558.2 $2,263.6 $2,178.0 $2,006.1 $2,095.9
Long-term debt, less current maturities ... ... .. $ 6256 § 6266 § 7603 $ 851.8 $ 967.1
Working capital ........... ... ... ... $ 5830 § 4446 §$ 5257 $ 4278 $ 3918
Capital expenditures . .. ................... $ 1329 $ 1461 $ 1750 $ 1413 § 1349
Other information: Number of employees at

December 31, .. ........ ... L. 9,882 10,013 10,094 9,695 9,520

(1) 2001 includes a one-time cumulative effect charge associated with a change in accounting principle
of $3.1 million ($4.9 million pretax) related to the adoption of Statement of Financial Accounting
Standards (“SFAS”) No. 133, “Accounting for Derivative Instruments and Hedging Activities.” The
2001 impact on diluted earnings per share was $0.05.

(2) 2001, 2000 and 1999 include $15.6 million ($18.8 million pretax) of amortization of goodwill and
certain other intangible assets that was not recorded during 2003 and 2002, pursuant to the
Company’s adoption of SFAS No. 142, “Goodwill and Other Intangible Assets”. The 2001, 2000
and 1999 impact on diluted earnings per share was $0.24, $0.25 and $0.26, respectively.

(3) 2002 includes a $23.8 million ($39.3 million pretax) charge associated with a patent infringement
settlement and related expenses. The 2002 impact on diluted earnings per share was $0.37.

(4) 2003 includes a) restructure charge of $11.8 million ($18.5 million pretax) or a diluted earnings per
share impact of $0.18; b) a non-taxable credit of $28.9 million that when combined with the related
pretax expenses of $2.0 million ($1.2 million after taxes) resulted in a net credit of $27.7 million
after taxes or a diluted earnings per share credit of $0.43. This amount was related to the
settlement of a dispute associated with an escrow account created as part of the 1997 acquisition
of Coulter Corporation and c) a $13.9 million litigation settlement ($23.0 million pretax) received
from Flextronics, or a diluted earnings per share credit of $0.21.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with the consolidated financial statements
and related notes included within Item 8 of this Form 10-K. Historical results and percentage
relationships are not necessarily indicative of operating results for any future periods.

Overview

Beckman Coulter simplifies and automates laboratory processes used in all phases of the battle
against disease. We design, manufacture and market systems that consist of instruments, chemistries,
software and supplies that meet a variety of biomedical laboratory needs. Our products are used in a
range of applications, from instruments used for pioneering medical research, clinical research and drug
discovery to diagnostic systems found in hospitals and physicians’ offices to aid in patient care. We
compete in market segments that we estimate totaled approximately $35 billion in annual sales
worldwide in 2003. We currently have products that address approximately half of that market.

Our products compete in the Clinical Diagnostics and Biomedical Research markets. The Clinical
Diagnostics market has enjoyed modest growth during 2003. Diagnostic test volumes continue to grow
as a result of factors such as an aging population and greater acceptance of Western medicine in
emerging countries. The Biomedical Research market is dependent on academic research funding and
capital spending in the biotechnology, pharmaceutical and clinical research markets. These Biomedical
Research markets have struggled in recent years. However, we expect to see an increase in academic
research funding within the U.S. in the coming year and a growing need to simplify and automate
testing in the clinical research market that could be sufficient to provide modest sales growth in the
Biomedical Research market.

See PART I, Item 1. Business for a more complete discussion of the economic and industry-wide
factors relevant to the Company, the Company’s lines of business and principal products and services,
and the opportunities, challenges and risks on which the Company is focused.

Our product lines include virtually all blood tests routinely performed in hospital laboratories and
a range of systems for medical and pharmaceutical research. We have more than 200,000 systems
operating in laboratories around the world. QOur instruments are typically leased to customers under
either operating-type leases or sales-type leases. Approximately 64% of our 2003 revenues come from
after-market customer purchases of operating supplies, chemistry kits and service. We market our
products in more than 130 countries, with approximately 44% of revenues in 2003 coming from sales
outside the United States.

Our strategy is to expand our position as a leading provider of laboratory systems. To this end, we
achieved the following significant milestones in 2003:

* Combined the life science research and specialty testing divisions to form the Biomedical
Research Division to serve the academic research, biopharma, and clinical research markets;

e Introduced Proteomelab™ initiative to expedite protein research processes through automation;
P p p g

* Signed a distribution agreement with Cambridge Research & Instrumentation, Inc. (CRi) to be
the exclusive, worldwide distributor of the Affinity multi-mode plate reader. (Affinity is a
trademark of CRi);

« Entered into a development and distribution agreement with Cell Signaling Technology, Inc. for
flow cytometry reagents;

* Introduced the Allegra™ X-22 series benchtop centrifuges providing a space-saving solution for
smaller laboratories;

* Introduced the SYNCHRON LX®i 725 clinical system, a combined routine chemistry and
immunoassay workstation;

23




¢ Introduced the UniCel DxI™ 800 Access® immunoassay system, a state of the art, high
throughput analyzer for large diagnostic laboratories;

o Introduced ProteomeLab™ PF 2D, an automated two-dimensional protein fractionation system
to enhance protein analysis;

¢ Signed an agreement with Biosite® Incorporated to manufacture a b-type natriuretic peptide
(BNP) test sold by Biosite for use on Beckman Coulter immunoassay systems;

e Launched Access® OV monitor, a laboratory test to aid in the management of ovarian cancer;

* Released ICON® microALB, a point-of-care test to aid in the early identification of kidney
disease;

» Acquired the technologies and assets of Peoples Genetics, Inc. for comprehensive genetic
analysis of large pooled populations of DNA for disease association research;

* Signed a development and supply agreement with Hycor Biomedical Inc. for autoimmune
disease tests used on the entire immunoassay family of products including the new UniCel DxI™
Access® and SYNCHRON LX®i systems;

= Introduced the CEQ™ 8800 genetic analysis system, doubling the throughput and adding sample
tracking capabilities to the product line;

° Introduced two new versions of the Cytomics FC 500 Flow Cytometer;

* Introduced the Couiter® LH 1500 series hematology automation system designed to boost lab
productivity, maximize labor efficiency, reduce errors, improve operator safety and lower overall
Costs; ’

¢ Introduced the COULTER® LH 500, a mid-volume analyzer with many of the features of the
Coulter® LH 750; and

* Acquired the technologies and assets of Q3DM Inc., which complement the Beckman Coulter
flow cytometry business and further strengthens our position in the cellular analysis research
market.

In 2003, we realigned the company into two divisions—Clinical Diagnostics and Biomedical
Research. Accordingly, certain prior period segment information has been reclassified to conform to
this new structure.
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1. Results of Operations
2003 Compared with 2002:

Sales were $2,192.5 million in 2003, an increase of 6.5% compared to $2,059.4 million in 2002. On
a constant currency basis sales increased 2.5% in 2003. The following provides key product and
geographical sales information for 2003 {(dollar amounts in millions):

KEY PRODUCT SALES

Reported Constant

2003 2062 Growth Currency

Sales Sales % Growth %*
Routine Chemistry ................. $ 619.7 § 579.0 7.0 4.0
Immunodiagnostics . ................ 423.7 382.9 10.7 6.6
Total Chemistry . ................. 1,043.4 961.9 &5 5.0
Hematology ................ ... ... 497.9 456.6 9.0 5.5
Total Clinical Diagnostics . .......... 1,541.3  1,418.5 87 5.2
Robotic Automation/Genetic Analysis. . . . 1539 168.5 8.7 (13.2)
Centrifuge/Analytical Systems ......... 275.3 276.4 (0.4) (4.8)
Total Specialty Testing . .. ............ 222.0 196.0 133 7.0
Total Biomedical Research .......... 651.2 6409 16 (3.4)
Total .. ... $2,192.5 $2,059.4 6.5 2.5

GEOGRAPHICAL SALES

Reported Constant

Sales Sales Growth Currency
2003 2002 % Growth %*
Americas
United States . .................. 1,229.0 $1,173.7 4.7 4.7
Canada and Latin America. ......... 124.3 1250 (0:6) (5.2)
1,353.3 1,298.7 4.2 38
Burope....... ... . ... L. 572.6 514.6 11.3 (1.1)
Asia . ... 266.6 246.1 83 35
Total . . ... ... . . $2,192.5 $2,059.4 65 25

Constant currency growth is not a U.S, GAAP defined measure of revenue growth. Constant
currency growth as presented herein represents:

Current period constant currency sales (see below) less prior year reported sales

Prior year reported sales

We define constant currency sales as current period sales in local currency translated to U.S.
dollars at the prior year’s foreign currency exchange rate. This measure provides information on
sales growth assuming that foreign currency exchange rates have not changed between the prior
year and the current period. Constant currency sales and constant currency growth as defined or
presented by us may not be comparable to similarly titled measures reported by other companies.
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Additionally, constant currency sales is not an alternative measure of revenues on a U.S. GAAP
basis.

Sales growth during 2003 was affected by the following:

 In the Clinical Diagnostics Division, routine chemistry sales grew 7.0% and immunodiagnostics
sales grew in double digits, bolstered in part by placements of the new SYNCHRON LX®i
combination routine chemistry and immunoassay system and UniCel™ DxI Access®
immunoassay system; ‘

* Hematology product sales were up 9.0% due to a renewed contract with a large commercial
laboratory network in the U.S. and growth in product placements in Asia;

e In the Biomedical Research Division, the specialty testing product area continues to grow, up
more than 13%. These increases were led by sales of the Cytomics FC 500 Series flow
cytometer;

o A strengthening of foreign currencies versus the U.S. dollar;

e Continued softness in the pharmaceutical and biotechnology capital equipment markets which
negatively impacted the Biomedical Research Division;

o Increased sales in Americas and Asia due primarily to stronger sales of Clinical Diagnostic
products.

o A decline in biomedical research sales in Europe, excluding the benefits of currency, that was
due primarily to decreased spending in the pharmaceutical and biotechnology capital equipment
markets and the discontinuation of a product line in the current year;

° The negative $4.0 million impact of the prospective adoption of Emerging Issues Task Force
(“EITF”) 00-21 in the third quarter of 2003. See Note 1 of the Consolidated Financial
Statements for more information; and

> The sale of the assets of the Laboratory Automation Operations (“LAQO”) product line in the
second quarter of 2003.

Gross profit as a percentage of sales (“gross margin™) in 2003 was 47.8%, 2.4 percentage points
higher than in 2002. On a constant currency basis, gross margin was 46.8%, 1.4 percentage points
higher than the prior year. The increase in margin is mainly due to the following:

o Foreign currency exchange rates favorably impacted the gross margin rate by 1.0 percentage
point;

* A favorable product mix in both Diagnostics and Biomedical Research, whereby more of our
higher margin generating products were sold during the year. This resulted in a 0.5 percentage
point favorable impact;

o Improved inventory management resulting in less scrap, positively impacting gross margin by
(0.3 percentage points; and

s Manufacturing efficiencies supported by rising volumes resulted in a 0.2 percentage point
favorable impact.

Selling, general and administrative (“SG&A”) expenses increased $65.0 million to $555.3 million or
25.3% of sales in 2003 from $490.3 million or 23.8% of sales in the prior year. The following factors
impacted SG&A expenses during the year ended December 31, 2003:

» Strengthening of foreign currencies versus the U.S. dollar;

¢ Investments in marketing activities for new products; and
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* Increased accruals under certain employee incentive compensation plans.

Research and development (“R&D”) expenses increased $12.9 million to $194.3 million in 2003
from $181.4 million in 2002. R&D as a percentage of sales was consistent from year to year at 8.9%
and 8.8% in 2003 and 2002, respectively. The dollar increase was due primarily to increased accruals
under employee incentive compensation plans, the development of new tests for the Company’s
immunodiagnostic systems and instrument development in the hematology and routine chemistry
product lines.

In the first quarter of 2003, the Company recorded a restructure charge of $18.5 million which
represents the anticipated total cost associated with a reorganization to form the Biomedical Research
Division, a refocus of international operations and a workforce reduction of nearly 300 positions
worldwide. Certain employee termination costs from the reduction will be paid through the first quarter
of 2004. See Note 3 “Provision for Restructuring Operations” of the Consolidated Financial Statements
for more information.

During the first quarter of 2003, the Company settled its claims against an escrow account created
as part of the Beckman Instruments, Inc. 1997 acquisition of Coulter Corporation to cover contingent
pre-acquisition liabilities. The Company recorded a non-taxable credit of $28.9 million and related
pretax expenses of $2.0 million ($1.2 million after taxes), resulting in a net credit of $27.7 million after
taxes.

In September 2003, an Orange County, California Superior Court jury awarded the Company
approximately $934.0 million in compensatory and punitive damages as the result of a lawsuit filed
against Flextronics International, Ltd. (“Flextronics”) and its U.S. subsidiary Flextronics USA, Inc.,
formerly known as Dovatron. The lawsuit was filed in the second quarter of 2001 seeking damages for
breach of contract and other claims. In November 2003, the Company reached a settlement agreement
with Flextronics in the amount of $23.0 million. This taxable settlement resolves the Company’s claim
for compensatory and punitive damages, includes reimbursement for legal and other related expenses
and is recorded in operating income.

Interest expense declined $5.5 million to $40.2 million in 2003 compared to $45.7 million in 2002
primarily due to lower average debt balances and lower interest rates on the variable portion of our
borrowings.

Other non-operating (income)/expense was $26.4 million in 2003 and primarily consisted of foreign
currency related activities of $29.8, a $1.4 million write down on a marketable security investment, a
write-down of an investment in an unconsolidated investee of $1.4 million, partially offset by a gain on
the sale of certain sales-type lease receivables of $3.4 million and a gain of $3.6 million on the sale of
the assets of the LAO product line. Other non-operating (income)/expense was $6.7 million in 2002 and
primarily consisted of foreign currency related activities of $3.8 million, a write-down of $4.0 million
resulting from a reduction in the fair value of a biotechnology equity investment and gains on the sales
of sales type lease receivables of $(3.1) million. The increase in foreign currency related activity costs is
due primarily to increased hedging expense resulting from the strengthening of foreign currencies
against the U.S. Dollar. See Note 8 “Derivatives” of the Consolidated Financial Statements for more
information.

Interest income includes income from sales type lease receivables. Interest income increased
$2.1 million to $9.9 million in 2003 from $7.8 million in 2002, due primarily to an increased number of
sales type lease agreements entered into in 2003.

Income tax expense increased $22.2 million to $65.6 million for the year ended December 31, 2003
from $43.4 million for the year ended December 31, 2002. Income tax as a percentage of pretax income
was 24.1% for the year 2003 compared to 24.3% for the year 2002, a decrease of 0.2 percentage points.
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Income taxes as a percentage of pretax income in 2003 and 2002 was impacted by several items as
follows:

* The $28.9 million non-taxable credit received in 2003 in settlement of the escrow account
dispute;

¢ The $18.5 million restructure charge recorded in 2003;
¢ The $23.0 million litigation settlement received from Flextronics in 2003; and
* The $39.3 million litigation charge taken in 2002.

Excluding the impact of these items, income taxes as a percentage of pretax income was
comparable at 27% for 2003 and 2002.

Net earnings were $207.2 million in 2003 or $3.21 per diluted share compared to $135.5 million or
$2.08 per diluted share for 2002,

As indicated in Note 15 “Business Segment Information”, of the Consolidated Financial
Statements, we had two reportable segments during 2003 and three reportable segments during 2002.
All corporate activities are captured in a central service “Center”, including costs incurred at the
corporate level which significantly benefit the operations of each segment. Because these segment
related costs remain in the “Center”, a discussion of our operating profit by segment is not meaningful.

2002 Compared with 2001:

Sales were $2,059.4 million in 2002, an increase of 3.8% compared to $1,984.0 million in 2001. On
a constant currency basis sales increased 3.5% in 2002. The following provides key product and
geographical sales information for 2002 (dollar amounts in millions):

KEY PRODUCT SALES

Reported Constant

2002 2601 Growth Currency

Sales Sales % Growth %*
Routine Chemistry ................. $ 3790 § 3477 5.7 55
Immunodiagnostics ................. 382.9 350.7 9.2 84
Total Chemistry . ............... L. 9619 8984 71 6.6
Hematology . ..................... 456.6 4330 55 535
Total Clinical Diagnostics .. ......... 1,418.5 1,331.4 ﬂ 2
Robotic Automation/Genetic Analysis. . . . 168.5 167.5 0.6 0.0
Centrifuge/Analytical Systems ......... 276.4 291.4 (5.1 (5.3)
Total Specialty Testing . . ............. 196.0 193.7 12 0.5
Total Biomedical Research ... ....... 640.9 652.6  (1.8) (2.2)
Total .. ... $2,059.4  $1,984.0 3.8 3.5
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GEOGRAPHICAL SALES

Reported Constant

Sales Sales Growth Currency
2002 2001 % Growth %*
Americas
United States . .................. 1,173.7  $1,119.5 4.8 4.8
Canada and Latin America.......... 123.0 1353 (7.6) (6.2)
1,298.7  1,254.8 35 3.6
Europe......... ... . ........ 514.6 484.7 6.2 34
N T 246.1 244.5 07 2.6
Total . ... ... .. ... $2,059.4 $1,984.0 38 35

Constant currency growth is not a U.S. GAAP defined measure of revenue growth. Constant
currency growth as presented herein represents:

Current period constant currency sales (see below) less prior year reported sales

Prior year reported sales

We define constant currency sales as current period sales in local currency translated to U.S.
dollars at the prior year’s foreign currency exchange rate. This measure provides information on
sales growth assuming that foreign currency exchange rates have not changed between the prior
year and the current period. Constant currency sales and constant currency growth as defined or
presented by us may not be comparable to similarly titled measures reported by other companies.
Additionally, constant currency sales is not an alternative measure of revenues on a U.S. GAAP
basis.

Sales growth during 2002 was affected by the following:

» Clinical diagnostics sales increases during 2002 were led by immunodiagnostics sales growth in
Access® immunoassay products, including such tests as the new AccuTnI™ cardiac assay.
Routine chemistry sales improved primarily due to higher SYNCHRON® clinical system
placements. Hematology sales improved due to sales of the COULTER® LH 750 hematology
instrument;

* Biomedical research sales were negatively impacted by a slow-down in pharmaceutical and
biotechnology investment and modest academic research spending. However, the CEQ™ series
of genetic analysis systems for DNA sequencing continued to enjoy market acceptance,
particularly in the mid-market segment; and

* the Cytomics FC 500 flow cytometer for the cell-based research market released in 2002 was
well received.

Gross profit as a percentage of sales (“gross margin™) in 2002 was 45.4%, 1.3 percentage points
lower than in 2001. On a constant currency basis, gross margin was 45.3%, 1.4 percentage points lower
than the prior year. The decrease in margin is mainly due to the following:

* An unfavorable product mix, whereby more of our lower margin generating products were sold
during the year, especially in the Life Science Research division. This resulted in about a
0.4 percentage point impact;

* Competitive pricing in certain European markets resulted in about a 0.3 percentage point
impact;
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» Certain inventory adjustments made during a system conversion which impacted gross margin by
about 0.3 percentage points; and

* Negative economic conditions in Latin America, which impacted gross margin by about
0.2 percentage points.

Selling, general and administrative (SG&A) expenses decreased $8.3 million to $490.3 million or
23.8% of sales in 2002 from $498.6 million or 25.1% of sales in the prior year. The following factors
impacted SG&A during the year ended December 31, 2001:

e A reversal of a $3.8 million accrual associated with a cross licensing; and

* $18.8 million of amortization of goodwill and certain other intangible assets that was not
recorded during the year ended December 31, 2002, pursuant to the adoption of SFAS No. 142.

Excluding the above items, SG&A in 2001 would have been $483.6 million, or 24.4% of sales,
0.6 percentage points higher than in 2002. The improvement in SG&A as a percentage of sales
between 2002 and 2001 is due to cost reduction initiatives and only partial employee bonus targets
being achieved relative to 2001.

Research and development (“R&D”) expenses decreased $6.5 mitlion to $181.4 million in 2002
from $187.9 million in 2001. R&D as a percentage of sales was 8.8% in 2002, compared to 9.5% in
2001, a 0.7 percentage point decrease. The decrease is due to several development projects moving into
the commercialization phase and, similar to above, only partial employee bonus targets being achieved
relative to 2001.

During the fourth quarter of 2002, we recorded a gain of $4.2 million as a result of a curtailment
of a postretirement plan, whereby employees who had not met certain age and service requirements as
of December 31, 2002 are no longer eligible to receive medical coverage upon retirement. Also during
2002, there was a $3.8 million increase in our 2002 pension expense which is due, in part, to a lower
discount rate and a iower market value on Plan assets (see Note 12 “Retirement Benefits” of the
Consolidated Financial Statements). These items impact cost of sales, SG&A and R&D.

During 2002, we recorded a $39.3 million litigation charge for a patent infringement settlement
with Streck Laboratories, Inc. and related expenses. See Note 13 “Commitments and Contingencies” of
the Consolidated Financial Statements for further discussion.

Interest expense declined $8.8 million to $45.7 million in 2002 compared to $54.5 million in 2001
primarily due to lower average debt balances and lower interest rates on the variable portion of our
borrowings.

Other non-operating (income)/expense was $6.7 million in 2002 and primarily consisted of foreign
currency related activities of $3.8 million, a write-down of $4.0 million resulting from a reduction in the
fair value of a biotechnology equity investment and gains on the sales of certain receivables of $(3.1)
million. Other non-operating (income)/expense was $(12.3) million in 2001 and primarily consisted of
foreign currency related activities of $(11.6) million, a write-down of $4.7 million for an equity
investment in a company that performs point-of-care testing and gains on the sales of certain sales-type
lease receivables of $(3.5) million.

Interest income increased $0.2 million to $7.8 million in 2002 from $7.6 million in 2001.

Income tax expense decreased $20.1 million to $43.4 million for the year ended December 31, 2002
from $63.5 million for the year ended December 31, 2001. Income tax as a percentage of pretax income
was 24.3% for the year 2002 compared to 31.0% for the year 2001, a decrease of 6.7 percentage points.
The decrease was primarily due to deductions related to export sales and R&D tax credits and the tax
effects resulting from the Streck Laboratories, Inc. litigation settlement. See Note 13 “Commitments
and Contingencies” of the Consolidated Financial Statements.
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Net earnings were $135.5 million in 2002 or $2.08 per diluted share compared to $138.4 million or
$2.16 per diluted share for 2001. Net earnings for the year 2001 were $141.5 million or $2.21 per
diluted share before the accounting change

2. Financial Condition

Liquidity and Capital Resources:

Liquidity is our ability to generate sufficient cash flows from operating activities to meet our
obligations and commitments. In addition, liquidity includes the ability to obtain appropriate financing
and to convert those assets that are no longer required to meet existing strategic and financing
objectives into cash. Therefore, liquidity cannot be considered separately from capital resources that
consist of current and potentially available funds for use in achieving long-range business objectives and
meeting debt service commitments.

Currently, our liquidity needs arise primarily from:
* debt service on indebtedness;

= working capital requirements;

* pension contributions; and

* capital expenditures.

Cash flows provided by operating activities was $225.4 million, $316.6 million and $276.6 million in
2003, 2002 and 2001, respectively.

Cash flows provided by operating activities decreased by $91.2 million between 2003 and 2002
primarily due to:

* Increases in contributions to the U.S. pension plans, from $24.8 million in 2002 to $149.5 million
in 2003;

* Increased long-term receivables related to sales types leases;

* Decreased inventory turns from 3.1 times in 2002 to 2.9 times in 2003 due to a larger increase in
ending inventory balances relative to the increase in cost of sales from 2002 to 2003. The
introduction of various new products contributed to the increase in ending inventory at
December 31, 2003, partially offset by;

¢ Increased net earnings which includes $49.9 million of litigation settlements in 2003; and

* Increased accounts payable and accrued liabilities due primarily to increases in the accruals for
incentive compensation plans, payroll and related taxes.

Cash flows provided by operating activities increased by $40.0 million between 2002 and 2001
primarily due to changes in working capital of $81.8 million, which includes trade and other receivables,
inventories and accounts payable and accrued expenses. The improvement is primarily due to:

* lower days sales outstanding of approximately 82 days during 2002 versus 84 days during 2001 as
a result of improved focus and efforts to collect outstanding accounts. Days sales outstanding is
calculated using average accounts receivables for the quarter and the quarterly sales amount
times four; and

* an improvement in inventory turns to 3.1 times in 2002 versus 2.9 times in 2001 due to
management’s efforts to control inventory levels. Inventory turns is calculated using net ending
inventory and a rolling four quarter cost of sales.

Investing activities used cash of $140.4 million, $146.6 million and $178.0 million in 2003, 2002 and
2001, respectively. Capital expenditures decreased by $13.2 million from $146.1 million in 2002 to
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$132.9 million in 2003 due primarily to lower expenditures associated with the implementation of an
Oracle enterprise resource planning (“ERP”) system (see below for discussion). Payments for
acquisitions increased $10.4 million during 2003.

Financing activities used $116.3 million, $118.9 million and $91.5 million of cash flows in 2003,
2002 and 2001, respectively. Net cash paid to reduce our bank and other debt amounted to
$102.3 million, $80.0 million and $107.9 million in 2003, 2002 and 2001, respectively. Additionally, we
paid $24.7 million, $22.1 million and $20.7 million in dividends to our stockholders in 2063, 2002 and
2001, respectively. These amounts were partially offset by proceeds received from the issuance of stock
under certain employee benefit plans of $52.7 million, $36.7 millicn and $39.0 million in 2003, 2002 and
2001, respectively. In 2002 we used $14.1 million to purchase shares of the Company’s stock to be held
in the grantor trust to support our executive deferred compensation plans. In 2003 and 2002 we used
$41.9 million and $38.2 million, respectively to purchase shares of the Company’s common stock to be
held in treasury.

We have chosen to implement an ERP system to achieve a single, globally integrated
infrastructure. This includes functionality for Finance, Human Resources, Supply Chain, Order
Management, Sales and Service to replace or complement existing legacy systems and business
processes. Since the inception of the program in 2000 through December 31, 2003, we have capitalized
$110.7 million of costs associated with this ERP system (which includes $34.0 million of capitalized
internal labor costs). Based on our geographic rollout strategy, as of December 31, 2003, we have
essentially implemented functionality for Finance, Human Resources and certain purchasing systems for
our global operations. Sales functionality has been implemented on a limited integration basis for our
U.S. and Canadian operations. Systems for finished goods inventory and physical distribution have been
implemented for Europe and the deployment of systems for Sales, Service and Order Management are
currently underway in Europe. While we have revised the originally scheduled deployment dates of
certain systems since the inception of this project, we expect that the majority of the work required to
complete global implementation of the new systems will take place through the middle of 2005, at
approximately the same overall cost as previously anticipated. If we are unable to implement and
effectively manage the transition to these new systems, our future consolidated operating results could
be adversely affected.

Based upon current levels of operations and expected future growth, we believe our cash flows
from operations together with available borrowings under our credit facility (see Note 7 “Debt
Financing” of the Consolidated Financial Statements) and other sources of liquidity will be adequate to
meet our anticipated requirements for interest payments and other debt service obligations, working
capital, capital expenditures, lease payments, pension contributions and other operating needs. There
can be no assurance, however, that our business will continue to generate cash flow at or above current
levels or that estimated cost savings or growth can be achieved. Future operating performance and our
ability to service or refinance existing indebtedness, will be subject to future economic conditions and
to financial, business and other factors, many of which are beyond our control.

The Company maintains a $400 million Credit Facility, which is unsecured, enables us to borrow
up to $400 million (and can be increased up to $600 million upon the satisfaction of certain
conditions), matures in July 2005 and is not subject to any scheduled principal payments. Borrowings
under the $400 million Credit Facility generally bear interest at LIBOR plus a margin (0.45% to
1.50%) based upon our senior unsecured debt rating. We must also pay a quarterly facility fee of 0.15%
per annum on the $400 million Credit Facility commitment. No amounts were drawn on the
$400 million Credit Facility at December 31, 2003 and 2002.
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Our long-term debt consisted of the following at December 31, 2003 and 2002 (dollar amounts in
millions):

Average Rate of

Interest 2003 2002
Senior Notes, unsecured, due 2003 .. ........... 7.10% $ — 81192
Senior Notes, unsecured, due 2008 . .. .......... 7.45% 2400 2400
Senior Notes, unsecured, due 2011 ............. 6.88% 2350 2350
Debentures, unsecured, due 2026 .............. 7.05% 100.0 1000
Other long-termdebt ... ................... 2.719% 374 389

In October 2002, our Company’s Board of Directors authorized the repurchase of up to 5.0 million
shares of our common stock to pre-fund our stock-based employee benefit programs. The stock
repurchase program is authorized to continue for the next two years. During the year ended
December 31, 2003 and 2002, we repurchased 1.2 and 1.3 million shares, respectively.

In October 2002, we filed a “universal shelf” registration statement with the U.S. Securities and
Exchange Commission. This registration, which became effective in early 2003 gives us the ability to
offer and sell up to $500.0 million of securities, which may include debt securities, preferred stock,
common stock and warrants to purchase debt securities, common stock, preferred stock or depository
shares. The issuance of any such securities could represent new financing or could be used to pay down
existing debt. We have no immediate plans to offer or sell any securities.

The following represents a summary of our contractual obligations and commitments (in millions):

Payments Due by Period

Total 2004 2005 2006 2007 2008 Thereafter
Long-term debt ...................... $ 6349 § 9.3 $16.7 $101.2(a) $ 0.6 $252.6 $254.5
Operating leases . .................... 4439 658 533 465 419 396 196.8
Other(b) ....... ... i, 197.0 1432 205 9.6 53 5.3 13.1
Total contractual cash obligations ......... $1,275.8 $218.3 $90.5 $157.3 $47.8 $297.5 $464.4

(a) The $100.0 million debentures due 2026 include a feature that could require repayment in 2006
(see Note 7 “Debt Financing” of the Consolidated Financial Statements). Accordingly, the
$100.0 million has been included within the $101.2 million amount above.

(b) Other consists primarily of inventory purchase commitments.

Critical Accounting Policies:

The U.S. Securities and Exchange Commission defines critical accounting policies as those that
are, in management’s view, most important to the portrayal of the company’s financial condition and
results of operations and most demanding in their calls on judgment, often as a result of the need to
make estimates about the effect of matters that are inherently uncertain and may change in subsequent
periods. We are not aware of any reasonably possible events or circumstances that would result in
different amounts being reported that would have a material effect on our results of operations or
financial position. We believe our most critical accounting policies relate to:

Revenue recognition, including customer leased equipment

For products, revenue is recognized when risk of loss transfers, when persuasive evidence of an
arrangement exists, the price to the buyer is fixed and determinable and collectibility is reasonably
assured, except when a customer enters into an operating-type lease agreement, in which case revenue
is recognized over the life of the lease. Under a sales-type lease agreement, revenue is recognized at
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the time of shipment with interest income recognized over the life of the lease. Service revenues on
maintenance contracts are recognized ratably over the life of the service agreement or as service is
performed, if not under contract. For those equipment sales that include multiple deliverables, such as
installation, training, after-market supplies or service, we allocate revenue based on the relative fair
values of the individual components as determined in accordance with EITF 00-21. See Note 1 of the
Consolidated Financial Statements for a discussion of the adoption impact of EITF 00-21. Credit is
extended based upon the evaluation of the customer’s financial condition and we generally do not
require collateral.

Reserves for doubtful accounts

We maintain reserves for doubtful accounts for estimated losses resulting from the inability of our
customers to make required payments. These reserves are determined by 1) analyzing specific customer
accounts that have known or potential collection issues and 2) applying historical loss rates to the aging
of the remaining accounts receivable balances. If the financial condition of our customers were to
deteriorate, resulting in an impairment of their ability to make payments, additional allowances may be
required.

Inventory adjustments for write-down of inventories to fair value

Inventories, which include material, labor and manufacturing overhead, are valued at the lower of
cost or market using the first-in, first-out (FIFO) method of determining inventory costs. Inventory
schedules are regularly analyzed by finance and logistics personnel, and where necessary, provisions for
excess and obsolete inventory are recorded based primarily on our estimated forecast of product
demand and production requirements. A significant increase in the forecasted demand for our products
could resuit in a short-term increase in the cost of inventory purchases while a significant decrease in
forecasted demand could result in an increase in the amount of excess inventory quantities on hand
requiring additional inventory write-downs.

Determination of useful lives and assessments of impairment for identifiable intangibles, including goodwill

Intangible assets with definite lives are amortized over their estimated useful lives. Useful lives are
based on the expected number of years the asset will generate revenue. This estimate of useful lives is
reviewed periodically by management.

We account for goodwill and other intangible assets in accordance with SFAS No. 142, which
requires that goodwill and other intangible assets that have indefinite lives not be amortized but instead
be tested at least annually for impairment, or more frequently when events or change in circumstances
indicate that the asset might be impaired. For indefinite lived intangible assets, impairment is tested by
comparing the carrying value of the asset to the fair value of the reporting unit to which they are
assigned and assessing the ongoing appropriateness of the indefinite life classification. For goodwill, a
two-step test is used to identify the potential impairment and to measure the amount of impairment, if
any. The first step is to compare the fair value of a reporting unit with its carrying amount, including
goodwill. If the fair value of a reporting unit exceeds its carrying amount, goodwill is considered not
impaired, otherwise goodwill is impaired and the loss is measured by performing step two. Under step
two, the impairment loss is measured by comparing the implied fair value of the reporting unit with the
carrying amount of goodwill. See Note 17 “Goodwill and Other Intangible Assets” of the Consolidated
Financial Statements for further discussion.

Environmental obligations

We establish provisions for exposure related to environmental and legal matters. Our compliance
with federal, state and foreign environmental laws and regulations may require us to remove or
mitigate the effects of the disposal or release of chemical substances in jurisdictions where we do
business or maintain properties. We establish reserves when such costs are probable and can be
reasonably estimated. Provision amounts are estimated based on currently available information,
regulatory requirements, remediation strategies, our relative share of the total remediation costs and a
relevant discount rate. Changes in these assumptions could impact our future reported results.
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Legal obligations

We are involved in a number of legal proceedings which we consider to be normal for our type of
business operations. As a global company active in a wide range of life sciences, we may, in the normal
course of our business become involved in proceedings relating to matters such as:

* patent validity and infringement disputes related to intellectual property;
* contractual obligations; and
* employment matters.

We cannot predict with certainty the outcome of any proceedings in which we are or may become
involved. An adverse decision in a lawsuit seeking damages from us could result in a monetary award
to the plaintiff and, to the extent not covered by our insurance policies or third party indemnities,
could significantly harm the results of our operations. An adverse decision in a lawsuit seeking an
injunction or other similar relief could significantly harm our business operations. If we lose a case in
which we seek to enforce our patent rights, we could sustain a loss of future revenue as other
manufacturers begin to market products we developed. Litigation cases and claims raise difficult and
complex legal issues and are subject to many uncertainties and complexities, including, but not limited
to, the facts and circumstances of each particular case and claim, the jurisdiction in which each suit is
brought, and differences in applicable law. Upon resolution of any pending legal matters, we may incur
charges in excess of presently established provisions and related insurance or third party coverage. It is
possible that our results of operations and cash flows could be materially affected by an ultimate
unfavorable outcome of certain pending litigation. Although we believe that our provisions are
appropriate, and in accordance with SFAS No. 5, Accounting for Contingencies, changes in events or
circumstances could have a material adverse effect on our financial position, profitability or liquidity.

Tax valuation allowances and obligations

We account for income taxes using an asset and liability approach. Deferred income taxes are
recognized for the tax consequences of “temporary differences” by applying enacted statutory tax rates
applicable to future years to the difference between the financial statement carrying amounts and the
tax basis of existing assets and liabilities. The effect on deferred taxes of a change in tax rates is
recognized in income in the period that includes the enactment daf~. Ve establish a valuation
allowance to reduce deferred tax assets to an amount whose realization is more likely than not.
Uncertainties exist in respect to our future tax rates due to uncertaiities as to the amount and timing
of future taxable income and changes in enacted statutory tax rates. Differences between actual results
and our assumptions, or changes in our assumptions in future periods, could result in adjustments to
tax expense in future periods.

Pension Plans

Our funding policy provides that payments to our domestic pension trusts shall at least be equal to
the minimum funding requirements of the Employee Retirement Income Security Act of 1974. In
accordance with SFAS No. 87, Employers’ Accounting for Pensions, the expected long-term rate of
return on plan assets is an assumption as to the rate of return on plan assets reflecting the average rate
of earnings expected on the funds invested or to be invested to provide for the benefits included in the
projected benefit obligation. We view this assumption as a long-term return assumption. This
assumption is reviewed at least annually. Our review of this long-term return assumption is done in
conjunction with our pension plan investment advisors and our actuaries. We also review the plan’s
historical cumulative returns. The rate of return is dependent upon an investment strategy and the asset
allocation of plan assets. We then review the selected prospective return rate against benchmark
information that we gather on other pension plans adjusting for relative size, investment strategies and
funding levels. Since this is a long-term return assumption, it is likely to change only when there are
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protracted changes in equity, bond and real estate markets. While our plan’s historical return
performance over the last 14 years has been over 9%, there is no absolute predictor of future
performance, it is indicative of what our plan’s rate of return could be in the future. We believe this
historical performance is a fair approximation of what our pension plan’s rate of return can achieve
over a variety of market conditions. See Note 12 “Retirement Benefits” of the Consolidated Financial
Statements for further discussion. Over the long run, given our U.S. pension plan’s current funded
condition, a 0.25% decrease in the annual rate of return assumption would generate approximately
$1.4 million in additional annual pension expense. This additional expense would be allocated to all
operating line items based upon the relative salaries included in each line. Similarly, a 0.25% increase
in the rate of return assumption would decrease our annual pension expense by approximately

$1.4 million with similar effects to the statement of operations. In December 2002, we lowered our
prospective return rate assumption to its current rate of 9.00% from 9.75%. This action was taken after
our annual review of our 1) cumulative pension plan returns and 2) consultation and discussions with
our pension plan investment advisors and actuaries. We believe our rate of return assumption is
reasonable based on our long term investment strategy and allocation of our plan assets, which at
December 31, 2003 had an allocation as follows: 75% equities, 21% corporate bonds, 3% real estate
and 1% other. We will consider changing the rate of return in the future if sustained U.S. pension plan
returns change significantly and if the market and peer pension plan information indicate a different
rate is more indicative of expected long-term returns. Pension benefits for domestic employees are
based on age, years of service and compensation rate. Assets of the plans consist principally of
corporate stocks and bonds, real estate and government fixed income securities. Non-U.S. subsidiaries
have separate pension plan arrangements, which include both funded and unfunded plans. Unfunded
non-U.S. plans are accrued for and benefits are paid from operating funds.

We use a combination of historical results and anticipated future events to estimate and make
assumptions relating to our critical accounting policies. Actual results could differ from our estimates.

Financial Risk Management:

Our risk management program, developed by senior management and approved by the board of
directors, seeks to minimize the potentially negative effects of changes in foreign exchange rates and
interest rates on the results of operations. Qur primary exposures to fluctuations in the financial
markets are to changes in foreign exchange rates and interest rates.

Foreign exchange risk arises because our reporting currency is the U.S. dollar and we generate
approximately 44% of our revenues in various foreign currencies. U.S. dollar-denominated costs and
expenses as a percentage of total operating costs and expenses are much greater than U.S. dollar-
denominated sales as a percentage of total net sales. As a result, appreciation of the U.S. dollar against
our major trading currencies has a negative impact on our results of operations, and depreciation of
the U.S. dollar against such currencies has a positive impact.

We seek to minimize our exposure to changes in exchange rates by denominating costs and
expenses in foreign currencies. When these opportunities are exhausted, we use derivative financial
instruments to function as “hedges”. We use forward contracts, purchased option contracts and complex
option contracts (consisting of purchased and sold options), to hedge certain foreign currency
denominated transactions. We do not use these instruments for speculative trading purposes.

Our exposure to interest rate risk arises out of our long-term debt obligations. Under the guidance
of our risk management policies, we use derivative contracts on certain borrowing transactions. With
the aid of these contracts, we seek to reduce the negative effects of changes in interest rates by
changing the character of the interest rate on our long-term debt, converting a fixed rate to a variable
rate and vice versa. We do not use derivative instruments to hedge our investment portfolio, which
consists of short-term investments (maturity of less than a year).
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Inflation:

We continually monitor inflation and the effects of changing prices. Inflation increases the cost of
goods and services used. Competitive and regulatory conditions in many markets restrict our ability to
fully recover the higher costs of acquired goods and services through price increases. We attempt to
mitigate the impact of inflation by implementing continuous process improvement solutions to enhance
productivity and efficiency and, as a result, lower costs and operating expenses. The effects of inflation
have, in our opinion, been managed appropriately and as a result have not had a material impact on
our operations and the resulting financial position or liquidity.

Recent Accounting Developments:

See Note 1 of the Consolidated Financial Statements for information regarding recent accounting
developments.

3. Business Climate

The clinical diagnostics and biomedical research markets are highly competitive with many
manufacturers around the world and are subject to certain business risks. In addition, these markets are
impacted by global economic and political conditions. In particular, government policies regarding
(1) reimbursement for health care costs and (2) the approval of and reimbursement for new
therapeutics have a significant impact on investment by pharmaceutical and biotechnology companies
and hospitals. Future profitability may also be adversely affected if the relative value of the U.S. dollar
strengthens against certain currencies.

Clinical Diagnostics

The clinical diagnostics market can be unfavorably impacted by economic weakness and
government and healthcare cost containment initiatives in general. The weakness in these markets as
well as general economic conditions have affected the availability of funds for capital expenditures. In
the area of healthcare cost containment initiatives, the U.S. Congress is currently considering bills that
contain proposed increases in the co-payments for diagnostic laboratory tests and other changes to the
way these tests are reimbursed.

In addition, attempts to lower costs and to increase productivity have led to further consolidation
among healthcare providers in the United States, resulting in more powerful provider groups that
continue to leverage their purchasing power to contain costs. Preferred supplier arrangements and
combined purchases are becoming more commonplace. Consequently, it has become essential for
manufacturers to provide cost-effective diagnostic systems to remain competitive. Cost containment
initiatives in the United States and in the European healthcare systems will continue to be factors
which may affect our ability to maintain or increase sales.

The continuing consolidation trend among United States healthcare providers has increased
pressure on diagnostic equipment manufacturers to broaden their product offerings to encompass a
wider range of testing capability, greater automation and higher volume capacity at a lower cost. In the
U.S. hospital market, the primary focus of Beckman Coulter’s diagnostic business, funding is better
than it has been in several years but could be impacted by current economic conditions. In addition, as
labor shortages continue to be an issue in clinical laboratories, our automated systems are helping to
fill the void.

In 2003, Congress passed the Medicare Prescription Drug, Improvement and Modernization Act
(the “Act™). In the bill, Medicare testing reimbursement for many tests was frozen for 5 years. While
on the surface this Act appears to be negative for our business, we believe that it will encourage
hospital labs to continue to improve efficiencies and lower operating costs. With our unique process
approach to lowering total cost per test, this direction plays to our strength as a supplier.
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With our leadership position in cellular analysis and our extensive capabilities in routine chemistry
and immunodiagnostics, we are able to offer a broad range of automated systems that together can
perform more than 75% of a hospital laboratory’s testing needs and essentially 100% of the blood tests
that are considered routine. We believe we are able to provide significant value-added benefits,
enhanced through our expertise in simplifying and automating laboratory processes, to our customers.

Biomedical Research

The biomedical research market has been growing as an increased understanding of genomics,
proteomics and cell biclogy has begun to move from scientific research toward having a real impact on
clinical therapy. However, spending in this market also continues to be affected by governmental
constraints on research and development spending, especially outside the United States, and
pharmaceutical/bioresearch capital investment.

While United States supported research has been positive in recent years, it is subject to yearly
approval by Congress and continued increases in funding is not guaranteed. Spending also may be
negatively impacted by a prolonged recession, attempts to contain government spending in order to
balance the budget and reduce deficit spending, or the need to make funds available for other
programs. Even when funds are available, they may be used for other purposes.

Spending on research by biotechnology and pharmaceutical companies is also dependent on global
economic health. An ongoing recession can affect the number of biotechnology start-ups building
laboratories and conducting research as well as the rate of research investment by biopharmaceutical
companies. Pharmaceutical company research investment may also be negatively impacted by
governmental intervention and regulations, including prescription drug costs, new drug approvals,
switching of prescription drugs to generics, as well as industry consolidation. We believe that a recovery
in capital spending in these markets may not occur until {ater this year, with the pharmaceutical market
recovering before the biotechnology market.

Longer term, we continue to see tight pharmaceutical and biotechnology discovery spending.
Spending now appears to be moving from drug discovery into drug development, as pharmaceutical
companies focus on bringing new products to market, faster. However, we believe this move opens new
opportunities for robotic automation systems and in clinical research and clinical trial applications.
Other Factors

Our new products originate from four sources:

* internal research and development programs;

* external collaborative efforts with individuals in academic institutions and technology companies;

¢ devices or techniques that are generated in customers’ laboratories; and

* business and technology acquisitions.

The size and growth of our markets are influenced by a number of factors, including:

° technological innovation in bioanalytical practice;

¢ government funding for basic and disease-related research (for example, heart disease, AIDS
and cancer);

* research and development spending by biotechnology and pharmaceutical companies;
* healthcare spending; and

* physician practice patterns.

38



We expect worldwide healthcare expenditures and diagnostic testing to increase over the long-term,
primarily as a result of the following:

* growing demand for services generated by the increasing size and aging of the world population;

* increasing expenditures on diseases requiring costly or extended treatment (for example, AIDS
and cancer); and

* expanding demand for improved healthcare services and the increasing acceptance of Western
medicine in developing countries.

In addition to the business climate factors discussed previously, certain economic factors may
influence our business:

* currency fluctuations—as approximately 44% of our revenues in 2003 were generated outside the
United States, and given the recent fluctuations in foreign currencies, we may experience
volatility in sales, operating income and other non-operating income and expense;

* interest rates—as approximately 42% of our debt at December 31, 2003 is under variable
interest rate terms. This percentage includes the effect of our reverse interest rate swap
derivatives which change the character of the interest rate on certain of our long-term debt by
effectively converting a fixed rate to a variable rate; and

* general economic conditions—as the weakened global economy has pressured our customers,
vendors and partners, the carrying value of various assets could be negatively impacted in future
periods. This would include, but is not limited to, the various pension plan and post-employment
benefit assets and liabilities. Assumptions are used in determining the annual expense of these
costs. Items such as the market value of plan assets, discount rates and other assumptions are
based on current economic conditions. Certain other assumptions are based upon a longer term
economic view. We review and discuss these assumptions annually as to their reasonableness
with our independent actuary and investment consultants. We believe that the assumptions we
have used are reasonable. However, these assumptions are subject to change with future
economic conditions and as such our annual benefits expense may vary.

4. Income Taxes

We are subject to income taxation in many jurisdictions throughout the world. Our effective tax
rate and income tax liabilities will be affected by a number of factors, such as:

* the amount of taxable income in particular jurisdictions;
* the tax rates in particular jurisdictions;

* tax treaties between jurisdictions;

* the extent to which income is repatriated; and

* future changes in the law.

Generally, our income tax liability in a particular jurisdiction is determined either on an
entity-by-entity (non-consolidated) basis or on a consolidated basis including only those entities
incorporated in the same jurisdiction. In those jurisdictions where consolidated tax reporting is not
permitted, we may pay income taxes even though, on an overall basis, we may have incurred a net loss
for the tax year.
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5. Forward-Looking Statements

This annual report contains forward-looking statements, including statements regarding, among
other items:

» the schedule for completion of our ERP program;

+ anticipated effective tax rates, debt reduction, cash flow available to be applied to debt reduction
and the availability of additional financing;

* our business strategy and anticipated developments in our markets;

*» our liquidity requirements and capital resources, adequacy of our reserves and the effects of
litigation;

* anticipated proceeds from sales of assets;

¢ the effects of inflation and other economic conditions on our operations;
* earnings and sales growth; and

» our plans related to our incentive compensation plans.

These forward-looking statements are based on our expectations and are subject to a number of
risks and uncertainties, some of which are beyond our control. These risks and uncertainties include,
but are not limited to:

* unanticipated delays in completing our ERP program;
» complexity and uncertainty regarding development of new high-technology products;

* loss of market share through aggressive competition in the clinical diagnostics and biomedical
research markets;

* our dependence on capital spending policies and government funding;

* the effects of potential healthcére reforms;

* fluctuations in foreign exchange rates and interest rates;

* reliance on patents and other intellectual property;

* global economic and political conditions;

* unanticipated reductions in cash flows and difficulty in sales of assets;

¢ future effective tax rates and the outcome of tax examinations;

* future effects of current world pandemic health issues including, but not limited to SARS; and
* other factors that cannot be identified at this time.

Although we believe we have the product offerings and resources required to achieve our
objectives, actual results could differ materially from those anticipated by these forward-looking
statements. There can be no assurance that events anticipated by these forward-looking statements will
in fact transpire as expected.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk

The Securities and Exchange Commission requires that registrants include information about
potential effects of changes in currency exchange and interest rates in their Form 10-K filings. Several
alternatives, all with some limitations, have been offered. The following discussion is based on a
sensitivity analysis, which models the effects of fluctuations in currency exchange rates and interest
rates. This analysis is constrained by several factors, including the following:

* it is based on a single point in time; and

* it does not include the effects of other complex market reactions that would arise from the
changes modeled.

Although the results of the analysis may be useful as a benchmark, they should not be viewed as
forecasts.

Our most significant foreign currency exposures relate to the Euro, Japanese Yen, British Pound
Sterling and Canadian Dollar. As of December 31, 2003 and 2002, the net fair value of all derivative
foreign exchange contracts was a net liability of $36.4 million and $8.9 million, respectively. We
estimated the sensitivity of the fair value of all derivative foreign exchange contracts to a hypothetical
10% strengthening and 10% weakening of the spot exchange rates for the U.S. dollar against the
foreign currencies at December 31, 2003. The analysis showed that a 10% strengthening of the U.S.
dollar would result in a gain from a fair value change of $28.8 million and a 10% weakening of the
U.S. dollar would result in a loss from a fair value change of $30.3 million in these instruments. Losses
and gains on the underlying transactions being hedged would largely offset any gains and losses on the
fair value of derivative contracts. These offsetting gains and losses are not reflected in the above
analysis. Significant foreign currency exposures at December 31, 2003 were not materially different than
those at December 31, 2002.

Similarly, we performed a sensitivity analysis on our variable rate debt instruments and derivatives.
A one percentage point increase or decrease in interest rates was estimated to decrease or increase
next year’s pre-tax earnings by $2.7 million based on the amount of variable rate debt outstanding at
December 31, 2003. This analysis includes the effect of our reverse interest rate swap derivatives which
change the character of the interest rate on our long-term debt by effectively converting a fixed rate to
a variable rate.

Additional information with respect to our foreign currency and interest rate exposures are
discussed in Note 8 “Derivatives” of the Consolidated Financial Statements.
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Item 8. Financial Statements and Supplementary Data
REPORT OF INDEPENDENT AUDITORS
To the Stockholders and Board of Directors of Beckman Coulter, Inc.:

We have audited the accompanying consolidated balance sheets of Beckman Coulter, Inc. and
subsidiaries as of December 31, 2003 and 2002, and the related consolidated statements of operations,
stockholders’ equity and comprehensive income (loss) and cash flows for each of the years in the
three-year period ended December 31, 2003. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Beckman Coulter, Inc. and subsidiaries as of December 31,
2003 and 2002, and the results of their operations and their cash flows for each of the years in the
three-year period ended December 31, 2003, in conformity with accounting principles generally
accepted in the United States of America.

As discussed in Notes 1 and 17 to the consolidated financial statements, the Compvany changed its
method of accounting for goodwill and intangible assets in 2002.

/s/f KPMG LLP

Orange County, California
January 29, 2004
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Consolidated Balance Sheets

(in millions)

Assets
Current assets

Cash and cash equivalents . ... .. ... ... i e
Trade and other receivables, net . . .. ... . ... . . . e e
INVentOrIES .« o e e e e e
Deferred INCOMeE 1aXes . . . v v v i it e e e e e
Other CUITENE ASSELS . . v . o v ot v et et e e et et e e e et e e e e

Total Current assets . . . . ... e e
Property, plant and equipment, Nt . . . . .. . . e e

Goodwill . . .. e e e

Other intangibles, less accumulated amortization of $74.9 and $62.7 at 2003 and 2002,
respectively . . . . e
Other assets. . . . v e e

Total assets . . ............ e e e e e e e e

Liabilities and Stockholders’ Equity

Current liabilities

Accounts payable. . .. ... L
Notes payable . . . ... o e e e
Current maturities of long-term debt . .. .. ... ... .. L L
ACCTUEd EXPEISES . . v v v it ot e e e e e e
Income taxes payable . . . .. ... e e

Total current liabilities . .. .. ... ... e e
Long-term debt, less current maturities . .. .. .. .. .. e

Deferred inCoOmE taXes. . . . . . i
Other labilities . . .. .. e e e

Total liabilities . ... ... ...
Commitments and contingencies (see Note 13)

Stockholders’ equity
Preferred stock, $0.10 par value; authorized 10.0 shares; none issued. . . ... ..........
Common stock, $0.10 par value; authorized 150.0 shares; shares issued 64.7 and 62.6 at
2003 and 2002, respectively; shares outstanding 62.0 and 61.0 at 2003 and 2002,
TESPECHiVEly . . L
Additional paid-in capital . .. ... ...
Retained earmings . . . . .. . e e e
Accumulated other comprehensive income (loss):
Cumulative foreign currency translation adjustments . . .......................
Derivatives qualifying as hedges . ... ... ... .. .. ..
Minimum pension adjustment . ...... .. ... ...
Treasury stock, at cost: 2.4 and 1.3 common shares at 2003 and 2002, respectively . . . . . ..
Unearned cOmpensation . . . . . . . ..ottt e e e
Common stock held in grantor trust, at cost: 0.3 common shares at 2003 and 2002 .. .. ..
Grantor trust liability . . . .. ... ...

Total stockholders’ equity . .. ... ... ..
Total liabilities and stockholders’ equity . . . ... ... ... ... ... . ...

See accompanying notes to consolidated financial statements.
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December 31,

2003 2002
$ 746 $ 914
5800  544.4
389.0 3637
52.6 9.4
65.0 473
11612 1,056.2
3089 3708
3888 35738
3234 3462
2859 1326
$2,5582  $2,263.6
$ 1145 § 1063
30.0 3.8
93 1364
3703 2941
54.1 71.0
5782 6116
6256 6266
151.9 41.7
3048 3916
1,660.5 1,675
6.2 6.1
3238 2594
639.9 4574
34.6 (36.4)
(25.0) (7.0)
25  (@49.1)
(762)  (38.3)
(3.1) —
(141)  (14.1)
14.1 14.1
8977 5921
$2,5582  $2,263.6




Consolidated Statements of Operations

(in millions, except amounts per share)

Years ended December 31,

2003 2002 2001
SaleS . . L e $2,192.5 $2,059.4 $1,984.0
Costof sales ... ... i e 1,144.8 1,1249  1,058.4
Grossprofit . .. .. . 1,047.7 934.5 925.6
Operating costs and expenses
Selling, general and administrative . . .. ............. ... . ... 5553 490.3 498.6
Research and development . .......... ... ... ... .. ..., .. 1943 181.4 187.9
Restructure charge(credit) ........... ... .. ... ... . ... 18.5 — 0.5)
Litigation settlements . .. ......... . ... (49.9) 39.3 —
Total operating costs and eXpenses . . .. ... 718.2 711.0 686.0
Operating inCome .. ... ... ..ttt 3295 2235 239.6
Non-operating (income) and expense
INterest MCOME . . . v v v vttt e e e e e e . (9.9) (7.8) (7.6)
Interest EXPense . . . oo v vt e 40.2 45.7 54.5
Other, met .. oo 264 6.7 (12.3)
Total non-operating eXpense . . ...........c..ueniiirnn.. 56.7 44.6 34.6
Earnings before income taxes and accounting change . ............. 272.8 178.9 205.0
InCome taxes . . . . ..ot 65.6 43.4 63.5
Earnings before accounting change . . ............ ... ... ... ... 207.2 135.5 141.5
Cumulative effect of accounting change, net of income taxes of $1.8 . . . — — 3.1
Net €armings . oo v v et oo e et e e e e $ 2072 $ 1355 $ 1384
Basic earnings per share
Before accounting change . ............ ... ... ..o, $ 338 § 219 § 234
Cumulative effect of accounting change ................. ... — — (0.05)

$ 338 § 219 § 229

Diluted earnings per share
Before accounting change .. .......... .. . ... . . $ 321 $ 208 $ 221
Cumulative effect of accounting change .................... — — (0.05)

$ 321 § 208 §$ 216

Weighted average number of shares outstanding (in thousands). . . . .
BasiC . ..o e 61,212 61,777 60,515
Diluted. . ..o e e 64,493 65,060 64,011

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Stockholders’ Equity and Comprehensive Income (Loss)

(in millions, except amounts per share)

Years ended

December 31,

2003 2002 2001
Common Stock
Beginning of year . . . . . ... . e $ 61 $ 61 $ 60
Employee stock purchases. . . . .. .. e 0.1 — 0.1
End of year . . . ..o e e e 6.2 6.1 6.1
Additional Paid-In-Capital
Beginning of year . . . . . . . e e 259.4 216.5 170.0
Employee stock purchases. . . ... .. .. L e 525 36.7 38.9
Tax benefit from exercise of non-qualified stock options . . . . .. ... ... ... .. .o L 11.9 6.2 7.6
End of year . . .. . o e 3238 25%.4 216.5
Retained Earnings
Beginning of Year . . . . . . .. e 4574 3440 2263
NEt GaAITIIES . . . o . . ot ittt e e e e 2072 135.5 138.4
Dividends to stockholders, $0.40 per share, $0.35 per share and $0.35 per share during 2003, 2002
and 2001, respectively . . . . . . e 247y  (221) (20.7)
End of year. . . . . . e 639.9 4574 3440
Accumulated Other Comprehensive Income (Loss)
Beginning Of YEar . . . . . . . e e e (92.5) (484)  (58.4)
Other comprehensive income (10SS) . . . . .. .. o e 99.6 (44.1) 10.0
Endofyear. . ... . . 71 925) (484)
Treasury Stock
Beginning of year . . . . . .. . L e e e (38.3) — —
Purchases of treasury stock . . . . o . . o o e e (41.9) (383) —
Issuance of restricted stock . . . . . .. .. L L 4.0 — —
Endofyear. ... ... .. e e (76.2)  (38.3) —
Unearned Compensation
Beginning of year . . . . ... e — — —
Issuance of restricted StOCK . . . . . . . . . o (4.0) — _—
AMOTtIZAtION . . . . . o e e e e 0.9 — —
End of year . . . . .. o e 3.1 — —
Common Stock Held in Grantor Trust
Beginning of year . . .. .. .. e (14.1) — —
Purchases of common stock held in grantor trust . . ... ... ... . o — (14.1) —
Endofyear. . ... ... (141) (141 —
Grantor Trust Liability .
Beginning of year . . . . . ... 14.1 — —
Purchases of common stock held in grantor trust . . . ..... . ... .. . e — 14.1 —
Endofyear. .. ... . e 14.1 14.1 —
Total Stockholder’s EQUity . . . . .. .. . . ... . $897.7 $592.1 $518.2
Comprehensive Income (Loss)
NEt GarmIZS . . . o ot it et e e e e e e $207.2  $1355 $138.4
Other comprehensive income (loss)
Foreign currency translation adjustments . . ... ... ... .. L Lo 71.0 20.8 12
Derivatives qualifying as hedges:
Net derivative gains (losses), net of income taxes of $24.1 and $4.2 in 2003 and 2002
respectively . . . L L e e e (36.2) (16.4) 15.0
Reclassifications to income, net of income taxes of $12.1 and $0.4 in 2003 and 2002,
respectively . . .. L e e 18.2 0.6 (6.2)
Minimum pension adjustment, net of income taxes of $1.6 and $32.8 in 2003 and 2002,
FESPECLIVEIY .« o o e 46.6 (49.1) —_—
Other comprehensive income (l0SS) . . . . .. . .o L e 99.6 (44.1) 10.0
Total Comprehensive INCOME . . . . . . . .. . v ittt e $306.8 $ 914 $1484

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Cash Flows

(in millions)

Years ended December 31,

2003 2002 2001
Cash Flows from Operating Activities
INEt €aIMINES .« . v v oot e et e s e e e e $207.2 $1355 $1384
Adjustments to reconcile net earnings to net cash provided by operating
activities
Depreciation and amortization. .. ............ ... .. ... ..., 105.9 109.8 126.4
Cumulative effect of accounting change, net of income tax of $1.8. . . — — 31
(Gain) loss on sale of property, plant and equipment ............ (3.6) (1.5) 2.7
Lossoninvestments .. ...... ...ttt .. 2.8 4.0 4.7
Amortization of unearned compensation ..................... 0.9 — —
U.S. Pension Trust contributions .. ......................... (149.5)  (24.8) 1.4)
Deferred income taxes . ........... ...t 38.7 109 10.2
Changes in assets and liabilities:
Trade and other receivables, net. . ........................ (5.1 0.9 (37.1)
INVEntories . . . v v vt e e 13.9 39.5 4.9
Accounts payable and accrued expenses . ................... 68.0 13.3 13.9
Income taxes payable. . ......... ... ... . . ... 5.7 12.7 219
Other . . (48.1) 16.3 (1.3)
Net cash provided by operating activities . . . ............... 2254 316.6 276.6
Cash Flows from Investing Activities
Additions to property, plant and equipment..................... (1329 (146.1) (175.0)
Proceeds from disposition of assets .. ....... ... ... o L. 5.8 2.4 3.7
Payments for acquisitions . .. ......... . . . (13.3) 2.9 (6.7)
Net cash used in investing activities. . . .. ........ .. ... .... (140.4) (146.6) (178.0)
Cash Flows from Financing Activities
Dividends to stockholders . . . ... ... .. .. o i i (247)  (22.1)  (20.7)
Proceeds from issuance of stock . ......... ... ... ... . ... 52.6 36.7 39.0
Repurchase of common stock for treasury ... .......... ... .. .. (41.9)  (38.3) —
Proceeds from repurchase of common stock held in grantor trust .. . .. — (14.1) —
Net notes payable borrowings (reductions). .. ................... 29.6 (4.9) (34.3)
Long-term debt borrowings. . ... ... . .. — — 235.0
Long-term debt reductions .. ....... ... ... .. o L. (131.9)  (75.1) (308.6)
Debt acquisition costs. . .. ... .. e — (1.1) (1.9)
Net cash used in financing activities ..................... (116.3) (1189)  (91.5)
Effect of exchange rates on cash and equivalents. . ... .............. 14.5 43 (0.7
Increase (decrease) in cash and cash equivalents . .. ................ (16.8) 554 6.4
Cash and cash equivalents-beginning of year . . . ................... 91.4 36.0 29.6
Cash and cash equivalents-end of year . ......................... $ 746 $ 914 § 36.0
Supplemental Disclosures of Cash Flow Information
Cash paid during the period for:
INtErest . ..t e $ 433 § 458 § 523
INCOME taXES . .. .ottt ettt e e $ 328 § 367 $ 493
Non-cash investing and financing activities:
Purchase of equipment under capital lease . . . ................. $ 46 $ 42 § 63

See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements

(tabular dollar amounts in millions, except amounts per share)

1. Nature of Business and Summary of Significant Accounting Policies
Nature of Business

Beckman Coulter simplifies and automates laboratory processes used in all phases of the battle
against disease. The Company designs, manufactures and markets systems which consist of instruments,
chemistries, software and supplies that meet a variety of biomedical laboratory needs. Its products are
used in a range of applications, from instruments used for pioneering medical research, clinical trials
and drug discovery to diagnostic systems found in hospitals and physicians’ offices to aid in patient
care. Beckman Coulter competes in market segments that it estimates totaled approximately $35 billion
in annual sales worldwide in 2003. The Company currently has products which address approximately
half of that market.

Beckman Coulter’s product lines include virtually all blood tests routinely performed in hospital
laboratories and a range of systems for medical and pharmaceutical research. The Company has more
than 200,000 systems operating in laboratories around the world, with approximately 64% of 2003
revenues coming from after-market customer purchases of operating supplies, chemistry kits and
service. Beckman Coulter markets its products in more than 130 countries, with approximately 44% of
revenues in 2003 coming from sales outside the United States.

Principles of Consolidation

The consolidated financial statements include the accounts of Beckman Coulter, Inc., and its
wholly owned subsidiaries (the “Company”). All significant intercompany transactions have been
eliminated from the consolidated financial statements. Balance sheet amounts for subsidiaries operating
outside the United States and Canada are as of November 30. The operating results for the Company’s
international subsidiaries (except Canada) are for the twelve-month periods ending on November 30.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
in the United States of America (“GAAP”) requires management to make estimates and assumptions,
including accounts receivable and inventory valuations, warranty accruals, value of long-lived assets,
employee benefit plan obligations, environmental and litigation obligations, taxes and others. These
estimates and assumptions affect the amounts reported in the financial statements and accompanying
notes. Actual results could differ from those estimates.

Financial Instruments

The carrying values of the Company’s financial instruments approximate their fair value at
December 31, 2003 and 2002, except for long-term debt. Management estimates are used to determine
the market value of cash and cash equivalents, trade and other receivables, notes payable, accounts
payable and amounts included in other current assets, other assets and accrued expenses meeting the
definition of a financial instrument. Concentrations of credit risk with respect to receivables are limited
due to the large number of customers and their dispersion across worldwide geographic areas. Quotes
from financial institutions are used to determine market values of the Company’s debt and derivative
financial instruments. The carrying value and fair value of the Company’s long-term debt at
December 31, 2003 was $634.9 million and $668.2 million, respectively. The carrying value and fair
value of the Company’s long-term debt at December 31, 2002 was $763.0 million and $797.1 million,
respectively.
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Notes to Consolidated Financial Statements (Continued)

(tabular dollar amounts in millions, except amounts per share)

Foreign Currency Translation

Most non-U.S. assets and liabilities are translated into U.S. dollars using year-end exchange rates.
Operating results are translated at exchange rates prevailing during the year. The resulting translation
adjustments are accumulated as a separate component of stockholders’ equity. Gains and losses from
remeasurements relating to foreign entities deemed to be operating in U.S. dollar functional currency
or in highly inflationary economies are included in earnings.

Cash and Césh Equivalents

Cash and cash equivalents include cash in banks, time deposits and investments having original
maturities of three months or less.

Reserves for Doubtful Accounts

The Company maintains reserves for doubtful accounts for estimated losses resulting from the
inability of its customers to make required payments. These reserves are determined by 1) analyzing
specific customer accounts that have known or potential collection issues and 2) applying historical loss
rates to the aging of the remaining accounts receivable balances.

Inventories

Inventories are valued at the lower of cost or market using the first-in, first-out method.

Property, Plant and Equipment and Depreciation

Land, buildings, machinery and equipment are carried at cost. The cost of additions and
improvements are capitalized, while maintenance and repairs are expensed as incurred. Depreciation is
computed generally on the straight-line basis over the estimated useful lives of the related assets.
Buildings are depreciated over 20 to 40 years, machinery and equipment over 3 to 10 years and
instruments subject to lease over 5 years. Leasehold improvements are amortized over the lesser of the
life of the asset or the term of the lease, but not in excess of 20 years.

Computer Software Costs

The Company records the costs of internal use computer software in accordance with Statement of
Position (“SOP”) 98-1 “Accounting for the Costs of Computer Software Development or Obtained for
Internal Use” issued by the Accounting Standards Executive Committee of the American Institute of
Certified Public Accountants. SOP 98-1 requires that certain internal-use computer software costs be
capitalized and amortized over the useful life of the asset. Amortization of computer software costs
begins for each module or component when the computer software is ready for its intended use.

Goodwill and Other Intangibles

Goodwill represents the excess of the purchase price over the estimated fair value of the tangible
and intangible net assets acquired. Prior to the adoption of Statement of Financial Standards (“SFAS”)
No. 142 “Goodwiil and Other Intangible Assets” (see Note 17 “Goodwill and Other Intangibles™),
goodwill was being amortized on a straight-line basis over approximately 40 years. Other intangibles
consist primarily of patents, trademarks, developed technology and customer base arising from business
combinations. Other intangibles that have definite lives are amortized on a straight-line basis over the
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(tabular dollar amounts in millions, except amounts per share)

estimated useful lives of the related assets. Technology is amortized over 5 to 25 years, customer
contracts over 25 years and other intangibles over 3 to 20 years.

Accounting for Long-Lived Assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying value of an asset may not be recoverable. If the fair value is less than the
carrying amount of the asset, a loss is recognized for the difference.

Recognition of Liabilities in Connection with Purchase Business Combinations

The Company recognizes liabilities in connection with purchase business combinations in
accordance with Emerging Issues Task Force (“EITF”) 95-3 “Recognition of Liabilities in Connection
with Purchase Business Combinations”. EITF 95-3 indicates that an accrual can be recorded as an
element of an acquisition when management executes an exit plan that will cause the company to incur
costs that have no future benefit. In the case that the ultimate amount of the cost expended is less than
the aforementioned EITF 95-3 established accrual, the excess is reversed as an offset to goodwill.

Revenue recognition, including customer leased equipment

For products, revenue is recognized when risk of loss transfers, when persuasive evidence of an
arrangement exists, the price to the buyer is fixed and determinable and collectibility is reasonably
assured, except when a customer enters into an operating-type lease agreement, in which case revenue
is recognized over the life of the lease. Under a sales-type lease agreement, revenue is recognized at
the time of shipment with interest income recognized over the life of the lease. Service revenues on
maintenance contracts are recognized ratably over the life of the service agreement or as service is
performed, if not under contract. For those equipment sales that include multiple deliverables, such as
installation, training, after-market supplies or service, revenue is allocated based on the relative fair
values of the individual components as determined in accordance with EITF 00-21. Credit is extended
based upon the evaluation of the customer’s financial condition and we generally do not require
collateral.

Derivatives and Hedging Activities

Effective January 1, 2001, the Company adopted SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities,” as amended. The provisions of the statement require the
recognition of all derivatives as either assets or liabilities in the consolidated balance sheet and the
measurement of those instruments at fair value. Changes in the fair value of derivatives designated as
fair value hedges and of the hedged item attributable to the hedged risk are recognized in other
non-operating (income)/expense. If the derivative is designated as a cash flow hedge, the effective
portion of the fair value of the derivative is recorded in accumulated other comprehensive income (i.e.,
derivatives qualifying as hedges) and is subsequently recognized in other non-operating (income)/
expense upon the recognition of the hedged transaction. Ineffective portions of changes in the fair
value of cash flow hedges are immediately recognized in other non-operating (income)/expense. If the
derivative is designated as hedging the foreign currency exposure of a net investment in a foreign
operation (“net investment hedge”), the effective portion of the change in the fair value of the
derivative is recorded in accumulated other comprehensive income (i.e., cumulative foreign currency
translation adjustment).
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Stock-based Compensation

The Company accounts for stock-based compensation in accordance with Accounting Principles
Board Opinion (“APB”) No. 25, “Accounting for Stock Issued to Employees”. Pursuant to APB No. 25,
compensation related to stock options is the difference between the grant price and the fair market
value of the underlying common shares at the grant date. Generally, the Company issues options to
employees with a grant price equal to the market value of its common stock on the grant date.
Accordingly, the Company has recognized no compensation expense on its stock option plans. The
Company also does not recognize compensation expense on stock issued to employees under its stock
purchase plan (see Note 11), where the discount from the market value is not material. Compensation
expense resulting from grants of restricted stock (see Note 11) is recognized during the period in which
the service is performed. The following table illustrates the effect on net income and earnings per share
as if the fair value-based method provided by SFAS No. 123, “Accounting for Stock-Based
Compensation,” had been applied for all outstanding and unvested awards each year:

2003 2002 2081

Net earnings as reported . ... .. ..ottt $207.2 $135.5 $1384
Stock-based employee compensation expense included in reported

netearnings, netof tax .. ....... ... ... .. i 0.6 - —
Pro forma compensation expense, netoftax ................. (13.5)  (10.1) (8.9)
Pro forma net €arnings. . . . ... ... $194.3 $1254 $129.5
Earnings per share:

Basic—as reported . . ... ... $ 338 $219 §229

Basic—proforma . ........ ... ... $317 $203 § 214

Diluted—as reported . .........c. . $ 321 $208 $216

Diluted—proforma ........... ... .. ... ... . .. . . ..., $301 $193 § 202

The Company uses the Black-Scholes valuation model for estimating the fair value of stock
options. The following represents the estimated fair value of options granted and the weighted average
assumptions used for the calculation:

2003 2002 2001
Weighted average estimated fair value per option granted ....... $16.57 $17.85 $14.55
Average exercise price per option granted . . .............. ... $39.22 $43.53 $38.63
Stock volatility . . . .. ... . 372% 313% 28.7%
Risk-free interestrate .. .......... ... 46% 56% 51%
Option term—years . . .. ... ..ttt ittt et o 7.4 7.7 7.8
Stock dividend yield . . .. ... .. ... . i i 11% 12% 13%

Product Warranty Obligation

The Company records a liability for product warranty obligations at the time of sale based upon
historical warranty experience. The term of the warranty is generally twelve months. The Company also
records an additional liability for specific warranty matters when they become known and are
reasonably estimable. The Company’s product warranty obligations are included in accrued expenses.
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Changes in the produc‘i warranty obligations are as follows:

2003 2002
Beginning of year . . .. .. ... .. $129 $112
New warranties . . . . ...t 57.3 513
Payments . ... ... e (55.5) (49.6)
Endofyear ... ..ot $147 $129

Non-operating Income and Expense

The Company’s non-operating income and expense includes interest income, interest expense and
other. Interest income typically includes income from sales-type leases and interest on cash equivalents
and other investments. See Note 9 describing the components of other non-operating income and
expense.

Recent Accounting Developments
Employers’ Disclosures about Pensions and Other Postretirement Benefits

In December 2003, the FASB issued a revision to SEAS No. 132 “Employers’ Disclosures about
Pensions and Other Postretirement Benefits”. This statement revises employers’ disclosures about
pension plans and other postretirement benefit plans. It requires additional disclosures related to the
assets, obligations, cash flows, and net periodic benefit cost of defined benefit pension plans and other
defined benefit postretirement plans. It does not change the measurement or recognition of those
plans. The Company has adopted the provisions of this statement. See Note 12 “Retirement Benefits.”

Revenue Recognition and Multiple Deliverables

Effective July 1, 2003, the Company prospectively adopted the provisions of EITF 00-21, “Revenue
Arrangements with Multiple Deliverables,” which provides guidance on the timing and method of
revenue recognition for sales arrangements that include the delivery of more than one product or
service. Under EITF 00-21, revenue is allocated to all deliverables based on the relative fair values of
the individual components regardless of whether an individual element is incidental or perfunctory.
This is consistent with the Company’s historical treatment, except for certain of the Company’s sales
arrangements which include undelivered elements that the Company had historically considered
incidental and perfunctory, primarily installation and training. Consequently, the Company had not
previously deferred the revenue related to these elements, and had instead recorded an accrual for the
estimated cost of providing them. However, upon adoption of EITF 00-21, the Company is now
allocating revenue to all components of its multiple-element arrangements, including installation and
training. The impact of deferring revenues for undelivered installation and training on multi-element
contracts entered into during the quarter ended September 30, 2003, the quarter the Company adopted
EITF 00-21, resulted in a $4.0 million reduction of reported revenues. The estimated cost that would
have been accrued to cost of sales for such undelivered elements in these specific contracts prior to the
adoption of EITF 00-21 was approximately $3.0 million. Therefore, the impact of adopting EITF 00-21
related to installation and training was a reduction to earnings before income taxes of approximately
$1.0 million (30.7 million after taxes) for the year ended December 31, 2003.

Though management does not have access to all of the data that would be necessary to estimate
the pro forma impact of adopting EITF 00-21 on all prior periods presented, based upon the data
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available, management believes the impacts of adopting EITF 00-21 in prior periods would not have
been material. Accordingly, no pro forma presentation of the impact of adoption on prior periods has
been presented.

Derivative Instruments and Hedging

In April 2003, the FASB issued SFAS No. 149, “Amendment of Statement 133 on Derivative
Instruments and Hedging Activities.” SFAS No. 149 amends and clarifies financial accounting and
reporting for hedging activities and derivative instruments including certain derivative instruments
embedded in other contracts. SFAS No. 149 was effective for contracts entered into or modified after
June 30, 2003 and did not have a material impact on the Company’s financial position or results of
operations.

Exit or Disposal Activities

SFAS No. 146 “Accounting for Costs Associated with Exit or Disposal Activities” addresses
financial accounting and reporting for costs associated with exit or disposal activities and nullifies EITF
94-3, “Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an
Activity (including Certain Costs incurred in a Restructuring).” The principal difference between this
Statement and EITF 94-3 relates to its requirements for recognition of a liability for a cost associated
with an exit or disposal activity. This statement requires that a liability for a cost associated with an exit
or disposal activity be recognized when the liability is incurred. Under EITF 94-3, a liability for exit
costs as defined in EITF 94-3 was recognized at the date of an entity’s commitment to an exit plan.
The provisions of this Statement were effective for exit or disposal activities that are initiated after
December 31, 2002. The Company’s adoption of SFAS No. 146 in the first quarter of 2003 did not have
a material impact on its financial position or results of operations.

Changes in Presentation

Certain prior year amounts have been reclassified to conform to current year presentation.
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2. Composition of Certain Financial Statement Captions

The following provides components of certain of the Company’s financial statement captions:

2003 2002
Trade and other receivables, net
Trade receivables . . . ... ... $ 5483 §$520.8
Otherreceivables. . . ... .. ... . . 22.8 19.5
Current portion of sales-type lease receivables . . ... ........ 33.7 222
Less allowance for doubtful accounts ................... (24.8) (18.1)
$ 5800 $ 5444
Inventories
Raw materials, parts and assemblies . ................... $ 956 $§ 946
Workinprocess. . ... 18.9 19.1
Finished products .. ... ... . ... . . . 274.5 250.0

$ 389.0 § 363.7

Property, plant and equipment, net

Land. . ... $ 78 § 75
Buildings . . .. . ... o e 130.3 122.6
Machinery and equipment . .......... ... ... . ... 533.6 500.7
Instruments subject to lease(a) .. ....... . ... ... 310.2 294.6
981.9 9254

Less accumulated depreciation
Buildings, machinery and equipment . ................. (363.3) (343.1)
Instruments subject to lease{a) ................... ... (219.7) (211.5)

$ 398.9 §370.8

Accrued expenses

Purchase and assumed liabilities (see Note 3) .. ........... $ 30 §$ 41
Unrealized service income . .. ......... .. .0vvvnnnn... 79.8 74.5
Accrued compensation . .. .. ... 105.7 72.6
Sales taxes payable. . .. ... ... ... . L 47.2 38.7
Fair value of hedging instruments . .. ................... 322 11.4
Other .. ... 102.4 92.8

$ 3703 $294.1

(a) Includes instruments leased to customers generally under three- to five-year cancelable operating
leases.

3. Acquisition of Coulter

On October 31, 1997, the Company acquired all of the outstanding capital stock of Coulter for
$850.2 million, net of Coulter’s cash on hand of $24.8 million at the date of acquisition. The acquisition
was accounted for using the purchase method of accounting. This acquisition resulted in $342.0 million
of goodwill (including post-acquisition adjustments), which reflected the excess of the purchase price
over the fair value of tangible and intangible net assets acquired. Other acquired intangibles amounted
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to $404.0 million including $170.0 million attributable to the installed customer base and $116.0 million
of developed technology.

At the time of the acquisition of Coulter, the Company initiated a restructuring of Coulter to
1) eliminate certain duplicative offices and manufacturing facilities, 2) terminate certain employees and
3) terminate certain dealers. The estimated cost of the aforementioned activities amounted to
$133.0 million and was included in the purchase price allocation as an accrual pursuant to EITF 95-3.
Additionally, the Company assumed liabilities of 1) $103.0 million for contractual obligations of Coulter
to its employees, 2) $36.0 million of change in control payments, 3) $16.6 million of tax exposures
associated with potential tax audit adjustments resulting from Coulter activities that occurred before the
acquisition and 4) $14.4 million of other assumed liabilities. The aforementioned EITF 95-3 accrual
and assumed liabilities are collectively referred to as “Purchase and Assumed Liabilities”.

The Company originally expected to pay for a majority of the Purchase and Assumed Liabilities
through fiscal 1998. Although the majority of the restructuring activities (and related costs) did occur
during fiscal 1998, many of the restructuring activities were deferred until fiscal 1999 and beyond. The
deferral of these activities was due, in part, to the following:

* The Company was involved in integrating four other acquisitions that occurred between
January 1996 and April 1997 and was unable to complete the restructuring of Coulter in fiscal
1998. The acquisition of Coulter increased the Company’s revenues by nearly 50% (based on
1997 revenues) and was and still is the most significant business transaction in the Company’s
history;

* Termination of many of the Coulter dealers required more time and effort than originally
anticipated (especially for dealers located outside the United States); and

« The Company’s computer systems and software were incapable of operating from many diverse
locations, so the decision was made to implement a single, globally integrated ERP
infrastructure. Additionally, management was involved in forming a Specialty Testing business
segment, which became effective on January 1, 2002. These activities diverted certain
restructuring efforts away from the Coulter integration.

On a periodic basis, the Company reviews the remaining balance of purchase and assumed
liabilities to determine those reserves that will not be used for the original purpose for which they were
established. For the year ended December 31, 2002, the Company determined that $0.9 million of these
liabilities were not needed and were reversed to goodwill. There was no reversal in 2003. The
$0.9 million reversed during the year ended December 31, 2002 was due to 1) the ultimate amount of
the cost expended for certain restructuring activities being less than the established purchase and
assumed liabilities or 2) due to the cancellation of certain restructuring activities that were originally
contemplated (including the termination of certain dealers, certain employees and certain
manufacturing locations).
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The following table presents the details of the purchase and assumed liabilities recorded. The
category “other” includes certain dealer termination costs, elimination of certain duplicative offices and
manufacturing facilities, and certain assumed liabilities.

Balance at December 31, 1998 . . . . ... .. ... .. ... ... . $110.0

1999 Activity:

Personnel . .. ... e $(55.2)
X dSSUES .+ o vttt e e e e e e (0.4)
L 11373 _ﬁ)
Total 1999 activity . . .. . oot e e $(57.5)
Balance at December 31, 1999:

Personmel . . ... $ 152

AKX IS & v vt et et e e e e e e e e 16.2

Other . o e e 211
Balance at December 31, 1999 . . .. ..o i $ 52.5

2000 Activity:

Personnel . . ... ... $ (4.5)
Tax dSSUES . . . (1.4)
Other. . oo e (5.5
Reversal of excess purchase liabilities . . .. .............. ... . . 8.5)
Total 2000 actiVity . . . . oo e e $(19.9)
Balance at December 31, 2000:

Personnel . . ... $ 5.8

X S UES « o v v it e e e e e e e e e e 14.1

Other . . e e 12.7

Balance at December 31, 2000 . . .. .. ... $ 32.6

2001 Activity:

Personnel . . .. .. o $ (3.9
TAX ISSUES « o v v e vt e e e e e e e e e (0.8)
Other. . o e 5.1)
Reversal of excess purchase liabilities . . .. ......................... (16.8)
Total 2001 aCtVILY . . . ot e $(26.6)
Balance at December 31, 2001:

Personnel . .. ... . e e $ 19

2 T =T 1.0

Other . ..o e e 31

Balance at December 31, 2001 . . . ... .. .. $ 60

2002 Activity:

Personnel . .. ... e $ (0.2)
TaX ISSUES . . ot e (0.6)
O her . . e (0.2)
Reversal of excess purchase liabilities . . . ............ ... ... ....... (0.9)
Total 2002 aCHVIEY . . . oo v v et $ (1.9)
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Balance at December 31, 2002:

Personmel . ... e e $ 1.0

TaX ISSUES . o .t it e e e e e 0.4

Other . . e e e e 2.7

Balance at December 31, 2002 . . . . .. oot e $ 41

2003 Activity:

TaAX ISSUCS . . o o vttt e e (0.4)
O heT . o 0.7)
Total 2003 ACtiVIty . . .. . oot $ (1.1
Balance at December 31, 2003:

Personnel . . ... e e $ 1.0

82 Q£ T J 0.0

Other. .. e 2.0

Balance at December 31, 2003 . . . ... ... . i $ 3.0

The reversal of excess purchase liabilities in 2002, 2001 and 2000 of $0.9 million, $16.8 million and
$8.5 million, respectively, partially offset by a related reversal of $0.4 million, $6.8 million and
$2.8 million, respectively, of deferred income tax assets were recorded as a reduction to goodwill. In
addition to the aforementioned adjustments, the reversal of certain net deferred tax assets due to final
settlement and realization and the tax effect of other purchase accounting adjustments related to the
acquisition of Coulter resulted in a $15.9 million and $2.0 million net increase in goodwill during 2003
and 2002, respectively.

Management estimates that the balance of purchase and assumed liabilities for “personnel” and
“other” of $1.0 million and $2.0 million, respectively, will be utilized during 2004.

4. Provision for Restructuring Operations

In January 2003, the Company announced a strategic reorganization of its business to combine its
Life Science Research and Specialty Testing divisions into a single Biomedical Research Division. The
objective of the restructure was to enable the Company to better leverage its technologies and products
across the entire life sciences and clinical research customer base. The reorganization plan also
included a refocus of the Company’s international operations to improve profitability. The
reorganization resulted in a 3% reduction in the Company’s workforce and a pre-tax charge of
$18.5 million primarily related to employee termination costs. The charge taken against first quarter
2003 earnings represents the total amount expected to be incurred under the plan except for the
potential impact of currency fluctuations relative to projected currency rates. The reorganization plan
was substantially completed in the second quarter of 2003. However, certain employee termination
costs from the restructure will be paid through the second quarter of 2004.
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The following is a reconciliation of the restructure activity and accrual included in accounts
payable, accrued expenses and other liabilities in the Consolidated Balance Sheet as of December 31,
2003 (in millions):

Initial Accrual  Cash Payments Balance

Employee termination .. ....................... $17.5 $(14.1) $3.4
Other . ... . 1.0 (10) _—
TOtal. . o oo $18.5 $(15.1) $3.4

In the fourth quarter of 2001, the Company recorded a restructuring charge of $0.9 million related
to certain reorganization activities. In the fourth quarter of 2001, the Company reversed $1.4 million of
excess restructure charges taken in prior years. This reversal resulted in a net restructuring credit of
$0.5 million in 2001 which is included in “Restructure credit” on the Consolidated Statements of
Operations. '

5. Sale of Assets

During 2003, 2002 and 2001, the Company sold certain receivables (‘“Receivables™) as part of its
plan to reduce debt. The net book value of financial assets sold in 2003, 2002 and 2001 was $104.2,
$122.8 million and $75.2 million, respectively, for which the Company received approximately
$107.5 million, $126.4 million, and $79.4 million respectively in cash proceeds. These transactions were
accounted for as sales and as a result the related receivables have been excluded from the
accompanying Consolidated Balance Sheets. The agreements underlying the Receivable sales contain
provisions that indicate the Company is responsible for up to 15% of end-user customer payment
defaults on sold Receivables. Accordingly, the Company accrued a reserve for the probable and
reasonably estimable portion of these liabilities. Additionally, the Company typically services the sold
Receivables whereby it continues collecting payments from the end user customer on the behalf of the
purchaser of the Receivables. The Company estimates the fair value of this service arrangement as a
percentage of the sold Receivables and amortizes this amount to income over the estimated life of the
service period. At December 31, 2003 and 2002, there was $1.1 million and $1.2 million, respectively, of
deferred service fees included in accrued expenses on the Consolidated Balance Sheets. For the years
ended December 31, 2003, 2002 and 2001, there was $0.3 million, $0.2 million and $0.2 million,
respectively, of deferred service fees amortized to income.

6. Sale-leaseback of Real Estate

On June 25, 1998, the Company sold its interest in four of its properties located in Brea,
California; Palo Alto, California; Chaska, Minnesota; and Miami, Florida. At the same time, the
Company entered into long-term leases for each of these properties.

The initial term of each of the leases is 20 years, with options to renew for up to an additional
30 years. As provided by the leases, the Company pays the rents in Japanese Yen. Annual rentals are
approximately $20.4 million at 2003 year-end rates. At the closing of the sale-leaseback transaction, the
Company became guarantor of a currency swap agreement between its landlord and its banks to
convert the Yen payments to U.S. dollars. As long as this swap agreement is in place, the Company’s
obligation is to pay the rents in Yen. If this agreement ceases to exist, the Company’s obligation reverts
to U.S. dollar payments. The Company expects to pay the rents as they come due out of cash
generated by its Japanese operation. Obligations under the operating lease agreements are included in
Note 13 “Commitments and Contingencies”.
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The aggregate proceeds from the sale of the four properties totaled $242.8 million (received in
cash at closing) before closing costs and transaction expenses. In accordance with the accounting rules
for transactions in which a property is sold and immediately leased back from the buyer
(sale-leaseback), the Company has deferred the gain from this transaction which is included in “Other
liabilities”. This gain is being amortized over the initial lease term of 20 years. The remaining deferred
gain was $102.0 million and $109.0 million at December 31, 2003 and 2002, respectively.

7. Debt Financing

Notes payable consists primarily of short-term bank borrowings by the Company’s subsidiaries
outside the United States under local lines of credit. At December 31, 2003, approximately
$107.8 million of unused uncommitted short-term lines of credit were available to the Company’s
subsidiaries outside the United States at various interest rates. Within the United States, $25.0 million
in unused uncommitted short-term lines of credit at prevailing market rates were available.

Long-term debt consists of the following at December 31:

Average Rate of

Interest 2003 2002

Senior Notes, unsecured, due 2003 . .................. 710% $§ — $119.2
Senior Notes, unsecured, due 2008 ................... 7.45% 240.0 2400
Senior Notes, unsecured, due 2011 . .................. 6.88% 2350 2350
Debentures, unsecured, due 2026. ... ......... ... ..... 7.05% 100.0  100.0
Other long-term debt . ...... . ... ... ... ... ... .. ... 2.79% 374 38.9
Fair value adjustment (see Note 8) ................... 22.2 291
Unamortized debt discounts andother. . ............... 0.3 0.8

6349  763.0
Less current maturities .. .... .. S 9.3 136.4
Long-term debt, less current maturities . ............... $625.6 $626.6

The aggregate maturities of long-term debt for the five years subsequent to December 31, 2003 are
$9.3 million in 2004, 16.7 million in 2005, $101.2 million in 2006, $0.6 million in 2007, $252.6 million in
2008 and $254.5 million thereafter. As noted below, the $100.0 debentures due 2026 include a feature
that may require repayment in 2006. The Company has included this $100.0 million within the
$101.2 million amount included in 2006 above.

Revolving Credit Facilities

In July 2002, the Company entered into a credit facility (the “Credit Facility”’) with a group of
financial institutions. The Credit Facility is unsecured, enables the Company to borrow up to
$400 million, can be increased up to $600 million upon the satisfaction of certain conditions, matures in
July 2005 and is not subject to any scheduled principal payments. Borrowings under the Credit Facility
generally bear interest at LIBOR plus a margin (0.45% to 1.50%) based upon the Company’s senior
unsecured debt rating. The Company must also pay a quarterly facility fee of 0.15% per annum on the
Credit Facility commitment. In addition, approximately $1.1 million of loan origination fees will be
amortized to interest expense over three years, the term of the Credit Facility.

No amounts were owed on the Credit Facility at December 31, 2003.
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Senior Notes

In March 1998, the Company issued $160.0 million of 7.10% and $240.0 million of 7.45%
unsecured Senior Notes due March 4, 2003 and 2008 (the “1998 Senior Notes”), respectively. Interest
is payable semi-annually in March and September..Discount and issuance costs approximated
$6.7 million and are being amortized to interest expense over-the term of the 1998 Senior Notes. In
2002, the Company redeemed $40.8 million of the $160.0 million 7.10% Senior Notes. During the first
quarter of 2003, the Company repaid the outstanding $119.2 million 7.10% senior notes through its
Credit Facility. At December 31, 2003, the Company had approximately $4.1 million of unamortized
discount and issuance costs associated with the $240.0 million unsecured Senior Notes.

In November 2001, the Company issued $235.0 million of 6.875% unsecured Senior Notes due
November 15, 2011 (the “2001 Senior Notes™). Interest is payable semi-annually in May and November.
Discount and issuance costs approximated $1.9 million and are being amortized to interest expense
over the term of the 2001 Senior Notes. At December 31, 2003, the Company had approximately
$1.5 million of unamortized discount and issuance costs.

At the Company’s option, the 1998 Senior Notes and 2001 Senior Notes may be redeemed in
whole or in part at any time at a redemption price equal to the greater of:

* the principal amount of the Senior Notes; or

* the sum of the present values of the remaining scheduled payments of principal and interest
thereon discounted to the redemption date on a semi-annual basis at a comparable treasury rate
plus a margin of 0.375% for Senior Notes due 2008, and 0.35% for the Senior Notes due 2011.

Debentures

In June 1996, the Company issued $100.0 million of debentures bearing an interest rate of 7.05%
per annum due June 1, 2026. Interest is payable semi-annually in June and December. Discount and
issuance costs of approximately $1.5 million are being amortized to interest expense over the term of
the debentures. The debentures may be repaid, in whole or in part, on June 1, 2006 at the option of
the holders of the debentures. In March 1998, the debenture agreement was amended to increase the
June 1, 2006 redemption price to 103.9% of the principal amount, together with accrued interest to
June 1, 2006. The debentures may be redeemed, in whole or in part, at the Company’s option at any
time after June 1, 2006, at a redemption price equal to the greater of:

* the principal amount of the debentures; or

* the sum of the present values of the remaining scheduled payments of principal and interest
thereon discounted to the redemption date on a semi-annual basis at a comparable treasury
issue rate plus a margin of 0.1%.

Other Long-term Debt

Other long-term debt at December 31, 2003 consists principally of $27.8 million of notes used to
fund the operations of the Company’s international subsidiaries. Some of the notes issued by the
Company’s international subsidiaries are secured by their assets. Notes used to fund international
subsidiaries amounted to $29.2 million at December 31, 2002. Capitalized lease obligations of
$9.6 million in 2003 and $9.7 million in 2002 are also included in other long-term debt.
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Covenants

Certain of the Company’s borrowing agreements contain covenants that the Company must comply
with, for example, a debt to earnings ratio and a minimum interest coverage ratio. At December 31,
2003, the Company was in compliance with all such covenants.

8. Derivatives

The Company uses derivative financial instruments to hedge foreign currency and interest rate
exposures. The Company’s objectives for holding derivatives are to minimize currency and interest rate
risks using the most effective methods to eliminate or reduce the impacts of these exposures. The
Company does not speculate in derivative instruments in order to profit from foreign currency
exchange or interest rate fluctuations; nor does the Company enter into trades for which there are no
underlying exposures. The following discusses in more detail the Company’s foreign currency and
interest rate exposures and related derivative instruments.

Foreign Currency

The Company manufactures its products principally in the United States, but generated
approximately 44% of its revenues in 2003 from sales made outside the United States by its
international subsidiaries. Sales generated by the international subsidiaries generally are denominated in
the subsidiary’s local currency, thereby exposing the Company to the risk of foreign currency
fluctuations. In order to mitigate the impact of changes in foreign currency exchange rates, the
Company uses derivative financial instruments (or “foreign currency contracts”) to hedge the foreign
currency exposure resulting from intercompany sales to the Company’s international subsidiaries
through their anticipated cash settlement date. These foreign currency contracts include forward and
option contracts and are designated as cash flow hedges.

The Company uses foreign currency swap contracts to hedge loans between subsidiaries. These
foreign currency swap contracts are designated as fair value hedges.

Prior to the adoption of Derivatives Implementation Issue G20, “Cash Flow Hedges: Assessing and
Measuring the Effectiveness of a Purchased Option Used in a Cash Flow Hedge”, during the quarter
ended September 30, 2001, changes in time value were excluded from the assessment of hedge
effectiveness for options designated as cash flow hedges. Hedge ineffectiveness associated with the
Company’s cash flow hedges was immaterial for the years ended December 31, 2003 and 2002.

In July 2001 and July 2002, the Company entered into foreign currency swap contracts to hedge a
net investment in a foreign operation. These foreign currency swap contracts were designated as net
investment hedges. The July 2001 net investment hedge was terminated in June 2002 resulting in a
minimal gain. The July 2002 net investment hedge was terminated in July 2003 resulting in a minimal
gain,

Derivative gains and losses included in accumulated other comprehensive income are reclassified
into other non-operating (income) and expense upon the recognition of the hedged transaction. The
Company estimates that substantially all of the $41.7 million unrealized loss ($25.0 million after tax)
included in other comprehensive income at December 31, 2003 will be reclassified to other
non-operating (income) and expense within the next twelve months. The actual amounts that will be
reclassified to earnings over the next twelve months will vary from this amount as a result of changes in
market rates. The Company has cash flow hedges at December 31, 2003 which settle as late as
December 2004.
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Interest Rate

The Company uses interest rate derivative contracts on certain borrowing transactions to hedge
fluctuating interest rates. Interest differentials paid or received under these contracts are recognized as
adjustments to the effective yield of the underlying financial instruments hedged.

In March 1998, the Company entered into reverse interest rate swap contracts totaling
$300.0 million associated with the issuance of the $400.0 million 1998 Senior Notes. In April 2002, the
Company terminated $240.0 million of these reverse interest rate swap contracts, resulting in a deferred
gain of $10.4 million that is being amortized over the remaining original terms of the swap agreement
{March 2008). In October 2001, the Company terminated the remaining $60.0 million of these reverse
interest rate swap contracts, resulting in a deferred gain of $2.7 million that was amortized through the
remaining original terms of the swap agreement (March 2003).

In April 2002, the Company entered into reverse interest rate swap contracts totaling
$335.0 million: $100.0 million swap contract associated with the issuance of the $160.0 million Senior
Notes due 2003 and $235.0 million of swap contracts associated with the issuance of the $235.0 Senior
Notes due 2011. The $100 million swap contract terminated in March 2003.

Pursuant to the Company’s reverse interest rate swap agreements associated with the Senior Note
due 2011, the Company receives an average fixed interest rate of 5.7% and pays a floating interest rate
based on the LIBOR (1.2% at December 31, 2003). These reverse interest rate swaps are designated as
fair value hedges and are deemed perfectly effective. At December 31, 2003 the fair value of the
reverse interest rate swaps associated with the Senior Notes due 2011 was $22.2 million and is included
in other long-term assets. An offsetting $22.2 million credit is included in long-term debt as a fair value
adjustment.

9. Other Non-operating (Income) and Expense

Other non-operating (income) and expense includes:

2003 2002 2001

Investment write downs . .. ...... ... . . .. $28 $40 $ 47
Gain on sales of sales type lease receivables ................... 34y B (395
Foreign exchange and related derivative activity . . .. ............. 29.8 38 (11.6)
Other ... (28 20 1.9)
Total . . e $26.4 $6.7 $(123)

10. Income Taxes

The components of earnings before income taxes were:

2003 2002 2001

U S $2284 § 93.1 $1289
Non-US.. . 44.4 85.8 76.1

$272.8 $178.9 $205.0
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The provision for income taxes consisted of the following:

2003 2002 2001

Current

US. federal .. ... e $ 7.0 $122 $32.7
Non-U. S, o 16.0 17.0 147
UL S State . .o e 3.9 33 5.9
Total current . . ... . . . e 26.9 325 53.3

Deferred
US. federal ... ... .. . e 40.7 5.8 4.4
NOon-U. S, e e (2.0) 5.1 5.8
Total deferred, net .. ... .. . . e 38.7 10.9 10.2
Total .. e $65.6 $43.4 $63.5

Income tax benefits attributable to the exercise of non-qualified employee stock options of
$11.9 million, $6.2 million and $7.6 million in 2003, 2002 and 2001, respectively, are recorded directly
to additional paid-in-capital.

The reconciliation of the U.S. federal statutory tax rate to the consolidated effective tax rate is as
follows:

2003 2002 2001

Statutory taXx rate . . .. .. ... 35.0% 350% 35.0%
State taxes, net of US. tax benefit .............. ... ... ....... 0.9 1.2 1.9
Ireland income . .. ... ... . e 26) 39 (@EI1
Nondeductible goodwill . ..... ... ... .. ... . . — — 1.7
Non-US. taxes . ... e 0.8 (0.4) 0.2
Foreign income taxed in the U.S,, netof credits ................ (22) (23) (0.6)
Income tax examination settlements and tax return reconciliations . . . 25 21 (G4
Non-taxable Coulter escrow account litigation settlement . ... ...... (4.2) — —
Other ... 11y G2 (09
Effective taxrate ... ... . ... e 241% 243% 31.0%

Subsidiaries operating in Ireland and China are taxed at substantially lower income tax rates than
the U.S. federal statutory tax rate. The lower tax rate reduced expected taxes by approximately
$7.1 million in 2003, $7.0 million in 2002 and $6.4 million in 2001,
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The tax effect of temporary differences which give rise to significant portions of deferred tax assets
and liabilities consists of the following at December 31:

2003 2002
Deferred tax assets
ACCrued EXPENSES .« o oo it e e $ 224 § 299
Compensation . . ... ...t e 23.4 18.8
International . . . .. ... . 38.7 27.5
Inventories . . ... . 59 58
Post employment benefits . ........... ... . o L 47.4 54.9
Purchase and assumed liabilities. . .. ................ ... ... .... 0.9 1.6
Restructuring CoStS . ... ..ottt 12 0.1
Tax credits (primarily research and development) ................. 19.8 15.0
Minimum pension liability .. ...... ... . . 1.6 32.8
Derivatives qualifying ashedges . . . ........ ... . ... .. ... .... 16.7 4.6
Other . ..o 32.8 35.0
210.8 226.0
Less: Valuation allowance. ... ...... ... ... ... ... ... ... (453)  (53.1)
Total deferred tax assets .. ........... ..., 165.5 172.9
Deferred tax liabilities
Accelerated depreciation . . ... ... o (16.4)  (11.8)
Deferred service contracts . . .......... . ... i (8.0)  (10.6)
Intangibles . . ... (105.0) (111.1)
International . . . ... ... .. (16.1) (129
Sale-leaseback . . . .. ... e (13.9)  (10.6)
Leases ..o (4.0) (4.1)
Retirement benefits . . .. ... ... ... . (50.5) —
Other . .. e (509) (44.1)
Total deferred tax liabilities .. .......... ... .. ... ... ........ (264.8)  (205.2)
Net deferred tax liability . . . ........ .. ... . .. .. . . ... $ (99.3) § (323)

The Company’s tax credits of $19.8 million at December 31, 2003 are scheduled to expire in the
years 2015 to 2019.

At December 31, 2003, the Company had a valuation allowance of $45.3 million associated with
certain longer term deferred tax assets due to uncertainties regarding their realizability. The Company
believes that the remaining deferred income tax assets will be realized based upon its historical pre-tax
earnings, adjusted for significant items such as non-recurring charges. Certain tax planning or other
strategies will be implemented, if necessary, to supplement income from operations to fully realize
these deferred tax assets.

During the year ended December 31, 2003, the Company decreased its valuation allowance by
$7.8 million, $9.2 million was due primarily to the utilization of certain deferred tax assets related to
the acquisition of Coulter, offset by an increase of $1.4 million related to certain loss carryforwards that
may not be realized. Of the $45.3 million of valuation allowance at December 31, 2003, none of it
relates to valuation allowances established for certain deferred tax assets acquired from Coulter.
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Non-U.S. withholding taxes and U.S. taxes have not been provided on approximately $324.0 million
of unremitted earnings of certain non-U.S. subsidiaries because such earnings are or will be reinvested
in operations or will be offset by credits for foreign income taxes paid. Determination of the deferred
tax liability related to unremitted earnings of foreign operations is not practicable.

11. Employee Benefits
Incentive Compensation Plan

In 1998, the Company adopted the 1998 Incentive Compensation Plan (the “1998 Plan”), which
replaced a 1990 Plan. An initial 4.0 million shares were reserved under the 1998 Plan. Granted options
typically vest over three or four year periods and expire ten years from the date of grant. Each year,
commencing January 1, 1999, the number of shares available under the 1998 Plan will increase by 1.5%
of the number for voting purposes of common stock issued and outstanding as of the prior
December 31. In the fourth quarter of 2003, the Company issued the majority of the remaining shares
available for issuance under the 1998 Plan. Accordingly, the Company is currently requesting
shareholder approval to reserve up to 6.5 million shares for issuance under a new incentive
compensation plan.

The following is a summary of the option activity, including weighted average option information
(in thousands, except per option information): ‘

2003 2002 2001

Weighted Average Weighted Average Weighted Average
Exercise Price Exercise Price Exercise Price
Options Per Option Options Per Option Options Per Option

Outstanding at beginning of

Year .. 7,878 $28.98 7,163 §25.22 7,390 $20.45
Granted ............... 2,878 39.21 1,383 43.53 1,434 38.63
Exercised............... (1,436) 20.52 (634) 17.85 (1,615) 15.23
Canceled . .............. (147) 35.40 (34) 35.12 (46) 27.96
Outstanding at end of year ... 9,173 33.40 7,878 28.98 7,163 25.22
Exercisable at end of year . ... 4,537 27.40 4,881 23.52 4,372 20.62
Options Weighted Average Weighted Average Options Weighted Average
Qutstanding at Exercise Price Remaining Exercisable at Exercise Price
December 31, Per Outstanding Contractual Life December 31, Per Exercisable
Range of Exercise Prices 2003 Option (Years) 2003 Optien
$ 0.00 to $17.00 ...... 316 $14.17 0.9 316 $14.17
$17.01 to $22.00 ... ... 1,262 20.43 3.1 1,262 20.43
$22.01 t0 $27.00 .. .. .. 1,937 2591 51 1,641 25.99
$27.01 to $32.00 ... ... 1,522 28.86 8.7 176 29.62
$32.01 to $37.00 ... ... 95 35.10 7.4 51 35.69
$37.01 to $42.00 ... ... 1,337 38.62 6.5 693 38.57
$42.01 to $47.00 ... ... 1,288 43.07 7.8 351 43.09
$47.01 to $52.00 ... ... 1,416 50.57 7.1 53 51.52
9,173 4,537
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Restricted Steck

Under the 1998 Incentive Compensation Plan, the Company may issue shares of restricted stock to
its employees. During 2003, the Company issued 0.1 million shares of restricted stock at a weighted
average fair value of $30.18 per share. These shares vest based on the passage of time generally over 3
to 5 years. The Company has accounted for the issuance of the restricted stock by crediting the fair
value of the restricted shares on the date of grant of $4.0 million to treasury stock. An offsetting
amount was recorded to unearned compensation, and is included in stockholders’ equity. Unearned
compensation is being amortized to income over the respective 3 to 5 year vesting periods and
amounted to $0.9 million for the year ended December 31, 2003.

Stock Purchase Plan

The Company has a stock purchase plan that operates in accordance with section 423 of the
Internal Revenue Code whereby all United States employees and employees of certain subsidiaries
outside the United States can purchase the Company’s common stock at favorable prices. Under the
plan, eligible employees are permitted to apply salary withholdings to purchase shares of common stock
at a price equal to 90% of the lower of the market value of the stock at the beginning or end of each
six-month option period ending June 30 and December 31. During 2003, 2002 and 2001, employees
purchased 0.3 million shares, 0.3 million shares and 0.3 million shares, respectively. 3.0 million shares
remain available for purchase under the plan at December 31, 2003.

Stock Appreciation Rights

The Company periodically awards stock appreciation rights to certain employees of its
international subsidiaries. These rights vest over two, three or four years. Compensation expense for
these rights is based on changes between the grant price and the fair market value of the rights. The
compensation effect attributable to the stock appreciation rights was $3.9 million during 2003 and
immaterial during 2002 and 2001.

Post Employment Benefits

Pursuant to SFAS No. 112 “Employers Accounting for Post Employment Benefits,” the Company
recognizes an obligation for certain benefits awarded to individuals after employment but before
retirement. During 2003, 2002 and 2001, the Company recorded charges of $2.1 million, $4.3 million
and $3.8 million, respectively, associated with its post employment obligations. Excluded from these
amounts are obligations arising from restructuring activities. See Note 4 for a discussion of the
$18.5 million restructure charge recorded in 2003.

Grantor Trust for Beckman Coulter, Inc. Executive Plans

In May 2002, the Company established an irrevocable grantor trust (the “Trust”) to provide a
source of funds to assist the Company in meeting its obligations under various executive and director
deferred compensation benefit plans. Periodically, the Company’s common stock obligations under the
plans are estimated and the Trust is funded in the amount of those obligations.

The Trust has been consolidated in the Company’s financial statements. The $14.1 million of
common stock (at cost) held in the Trust and the offsetting grantor trust liability have been included in
the accompanying balance sheet as components of Stockholders’ Equity at December 31, 2003. The
common stock was acquired in the open market. The Trust will hold the common stock for the benefit
of the participants and will distribute the stock to the participants in accordance with the provisions of
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the plans. The participants may elect to receive distributions over one to 15 years, upon termination of
service.

12. Retirement Benefits
Defined Benefit Pension Plans

The Company provides pension benefits covering the majority of its employees. Pension benefits
for Beckman Coulter’s domestic employees are based on age, years of service and compensation rates.
The Company’s funding policy is to provide currently for accumulated benefits, subject to federal
regulations.

Certain of the Company’s international subsidiaries have separate pension plan arrangements,
which include both funded and unfunded plans. Unfunded foreign pension obligations are recorded as
a liability on the Company’s consolidated balance sheets.

Consolidated pension expense was $24.7 million in 2003, $17.2 million in 2002 and $13.4 million in
2001. Pension expense for international pians was $4.9 million in 2003, $4.3 million in 2002 and
$4.3 million in 2001. The annual pension expense is determined by the Company’s actuaries in
accordance with the actuarial accounting requirements of SFAS No. 87 “Employers’ Accounting for
Pensions.”

Postretirement Plan

The Company’s Postretirement Plan provides certain healthcare and life insurance benefits for
retired United States employees and their dependents. Eligibility under the Postretirement Plan and
participant cost sharing is dependent upon the participant’s age at retirement, years of service and
retirement date.

On December 8, 2003, the Medicare Prescription Drug, Improvement and Modernization Act of
2003 (the “Act”) was signed into law. As permitted by FASB Staff Position No. 106-1, the Company’s
measurements of the accumulated postretirement benefit obligation and net periodic postretirement
benefit cost included herein do not reflect the effects of the Act on its postretirement plan as specific
authoritative guidance on the accounting for the Act is pending.
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The following represents required disclosures regarding benefit obligations, plan assets and the
weighted average assumptions utilized for the Pension and Postretirement Plans determined by outside
actuarial valuations:

Pension Plans Postretirement Plan
2003 2002 2003 2002
Change in benefit obligation:
Benefit obligation at beginning of year . . .. .............. $533.7 $5106 §$102.0 $ 120.0
Service COSt ... e 171 16.5 2.8 3.9
Interest cost . .. ... 36.5 36.2 7.9 8.0
Actuarial (gain) loss . ....... ... .. .. e 50.2 (1.2) 21.0 4.1
Benefitspaid . ... ... (36.8) (284 (7.9) (8.5)
AmMENndments .. ... ... ... — — (4.8 (28.2)
Plan participant contribution . . .............. ... ..... — — 2.7 27

Benefit obligation at end of year . ... ........ ... ... ..., 600.7 533.7 123.7 102.0

Change in plan assets:

Fair value of plan assets at beginning of year . . ............. 342.6 407.3 — —
Employer contribution . ........... ... ... .. 0L 149.5 24.8 52 59
Plan participant contribution . . ... ... .. L — — 2.7 2.7
Actual return (loss) onplan assets . . ................... 91.8 (61.1) — —
Benefits paid . ...... . ... . . (36.8) (28.4) (7.9) (8.6)

Fair value of plan assets atend of year ... ................ 5471 342.6 — —

Funded status . ............. ... ... . .. i (53.6) (191.1) (123.7) (102.0)
Unrecognized net actuarial loss . ......... ... ... ...... 161.2 166.3 329 13.5
Unrecognized prior service cost . .. ............ ... .. ... 14.7 17.0 (248) (24.0)

Prepaid (accrued) benefitcost. . ........... ... ... . ..., $1223 § (7.8) $(115.6) $(112.5)

Net amount on balance sheet consists of:

Prepaid benefit cost . ......... . .. ... $1437 § — 8§ — § —
Intangible asset. .. ........ ... .. . . .. — 18.4 — —
Accrued benefit liability .......... ... ... ... . ... (25.5) (108.1) (115.6) (112.5)
Accumulated other comprehensive income, including

$1.6 million and $32.8 million deferred tax asset for 2003

and 2002, respectively .. ..... .. ... . .. L., 4.1 81.9 — —

Net amount on balance sheet .. .............. ... ....... $1223 $ (7.8) $(115.6) $(112.5)

Discount rate . ... ..o 6.3% 7.0% 6.3% 7.0%

Rate of compensation increase .. ....................... 3.0% 3.0% — —
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The following table lists the components of the net periodic benefit cost of the plans and the
weighted-average assumptions utilized as of December 31 for the periods indicated:

Pension Plans Postretirement Plan

2003 2002 2001 2003 2002 2001
SEIvICE COSE .+ v v vt e it $171 $165 $140 $28 $39 §$32
Interestcost . ....... .. ... .. .. .. ... 364 36.2 34.1 7.9 8.0 7.3
Expected return on plan assets . ................ 40.7y (427 @412y — — —
Amortization of prior service costs. ... ........... 2.6 2.6 19 (41 (0.8 (0.1)
Amortization of actuarial loss ... ............... 4.4 0.3 0.3 1.7 — —
Net periodic benefit cost . . . ................... 19.8 12.9 9.1 83 111 104
Gain due to curtailment . .............. ... ..., — — — — 42 —
Totalbenefit. . ...... ... ... $198 $129 § 91 $83 $69 8104
Discount 1ate . .. ..o o 70% 13% 73% 70% 13% 713%
Expected return on plan assets ................. 90% 98% 98% — — —
Rate of compensation increase ................. 30% 43% 43% — — —

In November 2002, the Company recorded a gain of $4.2 million as a result of a curtailment of a
postretirement plan, whereby employees who had not met certain age and service requirements as of
December 31, 2002 are no longer eligible to receive medical coverage upon retirement.

The projected benefit obligation and the accumulated benefit obligation for the Company’s
qualified pension plans were $573.5 million and $528.9 million, respectively, as of December 31, 2003
and $511.6 million and $430.6 million, respectively, as of December 31, 2002.

The projected benefit obligation and the accumulated benefit obligation for the Company’s
non-qualified pension plans with accumulated benefit obligations in excess of plan assets were
$27.2 million and $25.5 million, respectively, as of December 31, 2003 and $22.1 million and
$17.5 million, respectively, as of December 31, 2002. These pension plans have no plan assets.

Contributions

The Company expects to contribute up to $30.0 million (unaudited) to the defined benefit pension
and postretirement plans during 2004 depending on pending federal legisiation.
Plan Assets

The Company’s pension plan weighted-average asset allocations by asset category at fair value are
as follows:

December 31, December 31,

Asset category 2003 2002
Equity securities .. ... ... . 75% 74%
Dbt SeCUIItieS . . . v vt e e e 21% 18%
Real estate ... ... . . i e e 3% 8%
Other ... e e e e 1% —

Jotal . o @% 1__0—9%
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Plan assets are invested using active investment strategies that employ multiple investment
management firms. Managers within each asset class cover a range of investment styles and approaches
and are combined in a way that controls for capitalization, and style biases (equities), and interest rate
expectations (fixed income) vs. benchmark indices while focusing primarily on issue selection as a
means to add value. Risk is controlled through diversification among multiple asset classes, managers,
styles, and securities. Risk is further controlled both at the manager and asset class level by assigning
excess return and tracking error targets. Company management and investment managers monitor
performance against these targets.

The target asset allocation is 72% equities, 20% fixed income and 8% real estate.
Allowable investments include:
[¢]

Equities: Common stocks of large, medium, and small companies, which are predominantly U.S.
based and equity securities issued by companies domiciled outside the U.S.

Fixed Income: Fixed income securities issued or guaranteed by the U.S. government, and to a
lesser extent by non-U.S. governments, or by their respective agencies and instrumentalities,
mortgage backed securities, including collateralized mortgage obligations, corporate debt
obligations and dollar-denominated obligations issued in the U.S. by non-U.S. banks and
corporations (Yankee bonds). Up to 25% of the assets can be in debt securities that are below
investment grade. '

Real Estate: Real estate investments consist of private partnerships, which invest in a variety of
real estate opportunities, as well as core real estate funds that are well diversified by property type
including office/commercial, multi-family, and retail.

The overall expected long-term rate of return on assets assumption is based on the target asset
allocation for Plan assets, capital markets forecasts for asset classes employed, and active management
excess return expectations. The total return for bonds is based on an equilibrium yield assumed to be
6.0% for government bonds plus an additional 0.5% due to the exposure of corporate debt in an
aggregate benchmark, for a total return of 6.5%. A 3.0% equity premium is added to the expected
return of government bonds to arrive at the forecast for equity returns, both foreign and domestic. The
expected return for real estate is based on the net income component of a broadly diversified portfolio
of real estate properties. Equilibrium forecasts are used to reflect long-term expectations for the asset
classes employed. To the extent asset classes are actively managed, an excess return premium is added.
The following table illustrates the calculation to arrive at the expected long term rate of return
assumption of 9.0%:

Target Long Term Weighted Average

Asset Class Alocation  Expected Return  Portfolio Return
Equities ... ... . . 72% 9.0% 6.5%
FixedIncome ................. .. .. ...... 20% 6.5% 1.3%
RealEstate .. ................. .. ... ... 8% 7.0% 0.6%
Sub-total . ....... ... .. . ... 8.4%
Active Management . . . .................... 0.6%
Total ....... ... . ... 9.0%

The Company’s actual rate of return over the 14 year period between 1989 and 2003 has averaged
9.12%.
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Assumed Health Care Cost Trend Rates

The assumed healthcare trend rate used in measuring the postretirement cost for 2003 is 10.0%,
gradually declining to 5.0% by the vear 2008 and remaining at that level thereafter. Assumed
healthcare cost trend rates have a significant effect on the amounts reported for postretirement
benefits. A 1.0% increase in assumed healthcare cost trend rates would increase the totals of the
service and interest cost components for 2003 and the postretirement benefit obligation as of
December 31, 2003 by $1.6 million and $18.5 million, respectively. A 1.0% decrease in assumed
healthcare cost trend rates would decrease the total of the service and interest cost components for
2003 and the postretirement benefit obligation as of December 31, 2003 by $1.4 million and
$15.3 million, respectively.

Defined Contribution Plan

The Company has a defined contribution plan available to its domestic employees. Under the plan,
eligible employees may contribute a portion of their compensation. Employer contributions are
primarily based on a percentage of emplovee contributions and vest immediately. However, certain
former Coulter employees are eligible for additional employer contributions based on age and salary
levels, which become fully vested after five years of service. The Company contributed $16.4 million in
2003, $16.0 million in 2002 and $16.1 million in 2001 to the plan.

13. Commitments and Contingencies
Environmental Matters

The Company is subject to federal, state, local and foreign environmental laws and regulations.
Although the Company continues to incur expenditures for environmental protiection, it does not
anticipate any expenditures to comply with such laws and regulations which would have a material
impact on the Company’s operations or financial position. The Company believes that its operations
comply in all material respects with applicable federal, state and local environmental laws and
regulations.

To address contingent environmental costs, the Company establishes reserves when the costs are
probable and can be reasonably estimated. The Company believes that, based on current information
and regulatory requirements, the reserves established by the Company for environmental expenditures
are adequate. Based on current knowledge, to the extent that additional costs may be incurred that
exceed the reserves, the amounts are not expected to have a material adverse effect on the Company’s
operations, financial condition or liquidity, although no assurance can be given in this regard.

In 1983, the Company discovered organic chemicals in the groundwater near a waste storage pond
at its manufacturing facility in Porterville, California. Soil and groundwater remediation have been
underway at the site since 1983. In 1989, the U.S. Environmental Protection Agency (“EPA’) issued a
final Record of Decision specifying the soil and groundwater remediation activities to be conducted at
the site. The EPA has agreed that the Company has completed remediation of a substantial portion of
the site and has agreed that the Company can discontinue its pump and treat activities and implement
monitored natural attenuation as the remedial action for the small portion of the site where remedial
action is still needed. SmithKline Beckman, the Company’s former controlling stockholder, agreed to
indemnify the Company with respect to this matter for any costs incurred in excess of applicable
insurance, eliminating any impact on the Company’s earnings or financial position. SmithKline
Beecham p.l.c, the surviving entity of the 1989 merger between SmithKline Beckman and Beecham and
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GlaxoSmithKline p.l.c., the surviving entity of the 2000 merger between SmithKline Beecham and
Glaxo Wellcome, assumed the obligations of SmithKline Beckman in this respect.

In 1987, soil and groundwater contamination was discovered on property in Irvine, California
formerly owned by the Company. In 1988, The Prudential Insurance Company of America
(“Prudential”), which had purchased the property from the Company, filed suit against the Company in
U.S. District Court in California for recovery of costs and other alleged damages with respect to the
soil and groundwater contamination. In 1990, the Company entered into an agreement with Prudential
for settlement of the lawsuit and for sharing current and future costs of investigation, remediation and
other claims. Soil and groundwater remediation of the Irvine property have been in process since 1988.
In July 1997, the California Regional Water Quality Control Board, the agency overseeing the site
groundwater remediation, issued a closure letter for the upper water bearing unit. In October 1999, the
Regional Water Quality Control Board agreed that the groundwater treatment system could be shut
down. Continued monitoring will be necessary for a period of time to verify that groundwater
conditions remain acceptable. The Company believes that additional remediation costs, if any, beyond
those already provided for the contamination will not have a material adverse effect on the Company’s
operations, financial position or liquidity. However, there can be no assurance that further investigation
will not reveal additional soil or groundwater contamination or result in additional costs.

Litigation

In September 2003, an Orange County, California Superior Court jury awarded the Company
approximately $934.0 million in compensatory and punitive damages as the result of a lawsuit filed
against Flextronics International, Ltd. (“Flextronics”) and its U.S. subsidiary Flextronics USA, Inc.,
formerly known as Dovatron. The lawsuit was filed in the second quarter of 2001 seeking damages for
breach of contract and other claims. In November 2003, the Company reached a settlement agreement
with Flextronics in the amount of $23.0 million. This taxable settlement resolves the Company’s claim
for compensatory and punitive damages, includes reimbursement for legal and other related expenses
and is recorded in operating income.

During the first quarter of 2003, the Company settled its claims against an escrow account created
as part of the Beckman Instruments, Inc. 1997 acquisition of Coulter Corporation to cover contingent
pre-acquisition liabilities. The Company recorded, in operating income, a non-taxable credit of
$28.9 million and related pretax expenses of $2.0 million ($1.2 million after taxes), resulting in a net
credit of $27.7 million after taxes. The credit settles all of Beckman Coulter’s claims against the escrow
account, including the patent litigation settlement charge taken in the fourth quarter of 2002.

In December 1999, Streck Laboratories, Inc. (“Streck™) sued Beckman Coulter, Inc. and Coulter
Corporation in the United States District Court for the District of Nebraska. Streck alleged that certain
hematology control products sold by Beckman Coulter, Inc. and/or Coulter Corporation infringed each
of six patents owned by Streck, and sought injunctive relief, damages, attorney fees and costs. Beckman
Coulter, Inc., on behalf of itself and Coulter Corporation, denied liability. Trial of the action
commenced in late October, 2002. On November 12, 2002, while the trial was underway, the parties
reached a settlement of the litigation. Under the terms of the settlement, a judgment was entered that
the six Streck patents are valid and were infringed by Beckman Coulter. Beckman Coulter also agreed
to pay Streck a confidential, fixed amount for past infringement and a royalty going forward for a
non-exclusive license under the six patents for hematology controls. The settlement of the Streck
litigation for past infringement plus related expenses amounted to a $39.3 million charge that is
recorded in operating income in 2002.
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Lease Commitments

The Company leases certain facilities, equipment and automobiles under operating lease
arrangements. Certain of the leases provide for payment of taxes, insurance and other charges by the
lessee. Rent expense was $92.1 million in 2003, $88.8 million in 2002 and $88.5 million in 2001.

As of December 31, 2003, minimum annual rentals payable under non-cancelable operating leases
aggregate $443.9 million, which is payable $65.8 million in 2004, $53.3 million in 2003, $46.5 million in
2006, $41.9 million in 2007, $39.6 million in 2008 and $196.8 million thereafter.

Other

In addition to the sales of certain receivables discussed in Note 5 “Sale of Assets,” the Company
sells its instruments to a third party financing company who then leases the instruments to an end user.
The agreement underlying these sales indicates the Company is responsible for up to 5% of end user
customer payment defaults. Accordingly, the Company has accrued a reserve for the probable and
reasonably estimable portion of these liabilities. These reserves were not material at December 31, 2003
and 2002.

14. Earnings Per Share, Outstanding Shares and Treasury Stock

Earnings Per Share

Basic earnings per share (“EPS”) is calculated by dividing net earnings by the weighted-average
common shares outstanding during the period. Diluted EPS reflects the potential dilution to basic EPS
that could occur upon conversion or exercise of securities, options or other such items, to common
stock using the treasury stock method based upon the weighted-average fair value of the Company’s
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common stock during the period. The following is a reconciliation of the numerators and denominators
of the basic and diluted EPS computations:

Net Per Share

Year Ended December 31, 2003 Earnings Shares Amount
Basic EPS:

Net Barnings. ... ... ...t $207.2 61.212 $ 3.38

Effect of dilutive stock options . . ............... — 3281 (0.17)
Diluted EPS:

Net arnings . .« v oot v et $207.2 64493 § 3.21
Year Ended December 31, 2002
Basic EPS:

Net Barnings. . . ... .oovv i $1355 61.777 $ 219

Effect of dilutive stock options . . ... .......... .. — 3283 {0.11)
Diluted EPS:

Net arnings .. . ..o ovvvt vt $1355 65.060 § 2.08
Year Ended December 31, 2001
Basic EPS:

Earnings before accounting change . . ............ $1415 60515 § 2.34

Effect of dilutive stock options . . .. ............. — 3496 (0.13)
Diluted EPS:

Earnings before accounting change . . ............ $141.5 64011 $ 2.21

In 2003 and 2002, 1.5 million and 1.4 million shares, respectively, relating to the possible exercise
of outstanding stock options were not included in the computation of diluted EPS as their effect would
have been anti-dilutive. In 2001, there were no shares relating to the possible exercise of outstanding
stock options excluded from the computation of diluted EPS.

Outstanding Shares

The following is a detail of the Company’s outstanding common stock shares:

003 202 2m
Outstanding at beginning of year . . .. .................... 61.0 612 59.7
Employee stock purchases . . ........... ... ... ... ... 22 14 15
Treasury stock purchases (see below) ................... (1.2) (13) —
Common stock purchases held in grantor trust (see Note 11).. — (0.3) —
Outstanding atend of year . .......... ... ... . ... ... 62.0 61.0 612

I

Treasury Stock

In October 2002, the Company’s Board of Directors authorized the repurchase of up to 5.0 million
shares of the Company’s common stock to pre-fund its stock-based employee benefit programs. The
stock repurchase program is authorized to continue through October 2005. Through December 31,
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2003, the Company repurchased 2.5 million shares. During 2003, the Company issued 0.1 million
restricted stock awards out of treasury (see Note 11, “Employee Benefits”).

15. Business Segment Information

The Company is engaged primarily in the design, manufacture and sale of laboratory instrument
systems and related products. In 2002, the Company’s organization had three reportable segments:
(1) Clinical Diagnostics, (2) Life Science Research and (3) Specialty Testing. In the first quarter of
2003, the Company consolidated the Life Science Research and Specialty Testing segments under a new
Biomedical Research segment. The Clinical Diagnostics segment encompasses diagnostic applications,
principally in hospital laboratories. The Biomedical Research segment includes life sciences and drug
discovery applications in universities, medical schools, medical centers, reference laboratories and
pharmaceutical and biotechnology companies. It also focuses on customers in medical centers,
reference laboratories and pharmaceutical research organizations who perform clinical trials, conduct
disease related research and perform esoteric testing. All corporate and centralized activities, including
financing transactions, are captured in a central shared services “Center”, which is reflected in the
tables below. The Company evaluates performance based on profit or loss from operations. Reportable
segments are managed separately, since each business requires different technologies or products.

For the years ended December 31,

2003 2002 2001
Net sales .
Routine Chemistry . . .. .......c.vvuenen... $ 619.7 § 579.0 §$ 5477
Immunodiagnostics . ......... ... ... ... 423.7 382.9 350.7
Total Chemistry ............ ... ... ... 1,043.4 961.9  898.4
Hematology. . .. ... 497.9 456.6 433.0
Total Clinical Diagnostics ............... 1,541.3  1,4185 1,3314
Robotic Automation/Genetic Analysis . ......... 153.9 168.5 167.5
Centrifuge/Analytical Systems . . . ............. 2753 276.4 291.4
Specialty Testing .. ............ .. ... ..... 2220 196.0 193.7
Total Biomedical Research. ... ........... 651.2 640.9 652.6
Consolidated . ....................... $2,192.5 82,0594 $1,984.0
Operating income (loss)
Clinical Diagnostics . .. .................... $ 3153 $ 281.8 $ 24938
Biomedical Research .. .................... 112.6 86.8 104.4
Center .. ... (984) (145.1) (114.6)
Consolidated . ....................... $§ 3295 § 2235 § 2396
Interest income
Clinical Diagnostics . .. ..............uu. .. $ 6.1 $§ (66) $ (3.6
Biomedical Research . . .................... — (0.1) —
Center .. ... (3.8) (1.1 (4.0)
Consolidated .. ...................... $ (99 § (78 $ (7.6)
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For the years ended December 31,

2003 2002 2001
Interest expense
Clinical Diagnostics . . . ... ..........couu... $ 02 $ 02 % —
Biomedical Research ... ................... —_— —_ —
Center . . 40.0 45.5 54.5
Consolidated .............. ... ....... $ 402 $ 457 § 545
Sales to external customers
Americas
United States . . ... o vv i i et e $1,229.0 $1,173.7 $1,119.5
Canada and Latin America . ............... 124.3 125.0 135.3
1,353.3 1,298.7  1,254.8
Europe ......... ... o 572.6 514.6 484.7
ASIA e 266.6 246.1 244 .5
Consolidated . ....................... $2,192.5  $2,059.4 $1,984.0
December 31, December 31,
2003 2002
Long-lived assets
Americas
United States . ... i e $1,202.0 $1,035.2
Canada and Latin America. ... ................ 25.2 321
1,227.2 1,067.3
Europe . ... ... 141.5 118.0
ASIA . . e 28.3 22.1
Consolidated . .......... .. ... ... .. .. .. ... $1,397.0 $1,207.4
Total assets .
Clinical Diagnostics . . . .. ..., $1,552.8 $1,488.8
Biomedical Research . . . ....................... 570.4 497.6
CenteT . e e 435.0 277.2
Consolidated . .......... .. ... .. ... ... $2,558.2 $2,263.6
Goodwill
Clinical Diagnostics . . .. .. oo vv e $ 335.1 $ 3163
Biomedical Research . . . .......... ... ... .. ..... 53.7 415
Center . . . e e _— —_
Consolidated ... ... i $ 3888 $ 3578

16. Investments

At December 31, 2003 and 2002, the Company had $0.4 million and $1.4 million, respectively, of
investments in non-marketable equity securities that were being accounted for at cost, absent an “other
than temporary” impairment. These investments are included in other assets on the accompanying
Consolidated Balance Sheets. The Company monitors the aforementioned investments for events that
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may result in declines in value that are other than temporary. Factors considered in evaluating whether
a decline in fair value is other than temporary are:

* The Company’s ability and intent to retain the investment for a period of time sufficient to allow
for an anticipated recovery in value;

¢ The duration for and extent to which the fair value has been less than cost; and
* The financial condition and near-term prospects of the issuer.

During 2003 and 2002, the Company took impairment charges of $1.4 million and $4.0 million,
respectively, related to investments in non-marketable equity securities that were being accounted for at
cost, as there were “other than temporary” declines in value. These impairment charges are included in
other non-operating expense. ’

The $1.4 million impairment charge during 2003 was based on significant long-term decline in the
fair value of the investee’s stock.

The $4.0 million impairment charge during 2002 was primarily based on a recapitalization of the
investee in August 2002, which reduced the Company’s effective ownership percentage (and thus its
proportionate share of the fair value of the investee). The $4.7 million impairment charge during 2001
was primarily based on notification in March 2001 which indicated that the investee had been forced to
seek bankruptcy protection.

17. Goodwill and Other Intangibles

The Company accounts for goodwill and other intangible assets in accordance with SFAS No. 142,
“Goodwill and Other Intangible Assets.” SFAS No. 142 requires that goodwill and other intangible
assets that have indefinite lives not be amortized but instead be tested at least annually for impairment,
or more frequently when events or changes in circumstances indicate that the assets might be impaired
by comparing the carrying value to the fair value of the reporting unit to which they are assigned. The
Company considers its SFAS No. 131 operating segments—Clinical Diagnostics, Life Science Research
and Specialty Testing in 2002 and Clinical Diagnostics and Biomedical Research in 2003—to be its
reporting units for purposes of testing for impairment as the components within each operating
segment have similar economic characteristics and thus do not represent separate reporting units.

The results for periods prior to adopting SFAS No. 142 have not been restated. Net earnings for
the year ended December 31, 2001 includes $15.6 million ($18.8 million pretax) of amortization of
goodwill and certain other intangible assets that were not recorded during the years ended
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December 31, 2003 and 2002. For comparative purposes, the following provides the after-tax results for
the year ended December 31, 2001 had SFAS No. 142 been adopted on January 1, 2001:

Reported net earnings . . . .. ... oot i it $138.4
Add back: Goodwill amortization. .. ............. ... .. .. ... .. . ... 11.4
Tradename amortization. . ... ... . 22
Core technology amortization . . . ... ... ... 2.0
Adjusted net earnings . .. ... ... $154.0
Basic earnings per share:
Reported net €arnings . . . ... oottt e $ 229
Goodwill amortization .. ....... ... e 0.19
Tradename amortization. . ... .. ..ottt i 0.04
Core technology amortization . . . ........ ..o i i 0.03
Adjusted net earnings . ... ... ... e $ 255
Diluted earnings per share:
Reported net €armings . . ... .o v vttt e $ 2.16
Goodwill amortization . .. ..., ... e 0.18
Tradename amortization. . ... ... .o vttt 0.03
Core technology amortization . . .. .......... . o 0.03
Adjusted net earn‘ings ...................................... $ 240

For goodwill, a two-step test is used to identify the potential impairment and to measure the
amount of goodwill impairment, if any. The first step is to compare the fair value of a reporting unit
with its carrying amount, including goodwill. If the fair value of a reporting unit exceeds its carrying
amount, goodwill is considered not impaired; otherwise, goodwill is impaired and the loss is measured
by performing step two. Under step two, the impairment loss is measured by comparing the implied
fair value of the-reporting unit with the carrying amount of goodwill.

To determine the fair value of the Company’s reporting units as of January 1, the Company used a
comparable industry revenue multiple approach for each of its two reportable units. Under this
approach, the Company determined the average number of years’ sales for certain companies in its
reporting unit’s industry that are required to equal that company’s Enterprise Value, as defined
(“comparable industry revenue multiple”). The Company then took the product of the revenues for
each reporting unit and the comparable industry revenue multiple, which represented management’s
estimate of that reporting unit’s fair value. In all cases, the fair value of the reporting unit was in excess
of the reporting unit’s book value, which resulted in no goodwill impairment (and thus step two of the
goodwill impairment test was not required to be performed).
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The following presents activity for goodwill:

Year Ended December 31, 2002

Clinical Biomedical
Diagnostics Research Total
Goodwill, December 31, 2001 ... ... $297.0 $38.6 $335.6
Intangible asset reclassification, offset by $9.9 million of deferred tax
liabilities, s€e @bOVe . .. ... i e 18.0 1.9 19.9
Purchase liability adjustment, offset by $0.4 million of deferred tax
assets, see Note 3 . . . ... . (0.5) — (0.5)
Deferred tax purchase accounting adjustments . .. .............. 1.8 02 2.0
Currency translation adjustment . .......................... — 0.8 0.8
Goodwill, December 31,2002 .............. . ... ... ... ... ... $316.3 $41.5 $357.8
Year Ended December 31, 2003
Clinical Biomedical
Diagnestics Research Total
Goodwill, December 31,2002 .. ... ... . . . $316.3 $41.5 $357.8
Minority interest acquisition . .. ........ . 2.9 — 29
Settlements of Coulter pre-acquisition tax contingencies . . ........ 1.4 — 14
ACqUISIHIONS . . . .o — 10.6 10.6
Deferred tax purchase accounting adjustments . . . .............. 14.5 — 14.5
Currency translation adjustment . .......................... — 1.6 1.6
Goodwill, December 31,2003 .. ... ... ... . . $335.1 $53.7 $388.8

Disclosures pursuant to SFAS No. 141 “Business Combinations” related to the Company’s 2003
acquisition activity are not included due to immateriality.

The following provides information about the Company’s intangible assets:

December 31, 2003 December 31, 2002
Gross Gross
Carrying Accumulated Carrying Accumulated

Amount Amortization Net  Amount Amortization Net

Amortized intangible assets:

Technology. .. ... ... .. ... ... ... .. .. ... $ 56.2 $(19.2) §37.0 $ 56.2 $(16.1) $ 40.1
Customer confracts . . . ........cvuvunen... 167.1 (40.4) 1267  167.1 (33.7) 1334
Other . . oot 34.9 (15.3) 196 455 (12.9) 32.6
258.2 (74.9) 1833 26838 (62.7) 206.1

Unamortized intangible assets:
Tradename . ... ...... ..., 73.5 — 735 735 — 73.5
Coretechnology . ... ... ... .. ... ... .... 66.6 — 66.6 66.6 — 66.6

$398.3 $(74.9)  $323.4 $408.9 $(62.7) $346.2

Recorded intangible asset amortization expense for the year ended December 31, 2003 and 2002
was $12.6 million and $11.7 million, respectively. Estimated intangible asset amortization expense
(based on existing intangible assets) for the years ended December 31, 2004, 2005, 2006, 2007 and 2008
is $12.9 million, $12.6 million, $12.5 million, $11.6 million and $11.4 million, respectively.
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18. Quarterly Information (Unaudited)

First Second Third Fourth Full
Quarter Quarter Quarter Quarter Year
2003 2002 2003 2002 2003 2002 2003(a) 2002 2003 2002
Sales . ...... ... .. ... $467.3 $446.7 $551.8 §516.1 $534.8 $501.1 $638.6 $595.5 $2,192.5 $2,059.4
Costofsales.................. 250.7 239.8 2879 2821 2720 2765 3342 3265 1,1448 1,1249
Grossprofit . ................. 216.6 2069 2639 2340 262.8 2246 3044 269.0 1,0477 9345
Selling, general and administrative . . . 120.0 1165 1353 1192 14235 1225 1575 1321 5553 4903
Research and development . .. ... .. 455 414 474 470 465 473 549 457 1943 1814
Restructure charge . . ... ...... ... 185 — — — — — — — 18.5 —_
Litigation settlements . . . ... ... ... (269) — — — — — (23.0) 393 (49.9) 393
Operating income . . ............ 595 490 812 678 738 548 1150 519 3295 2235
Non-operating expense . . .. ....... 118 90 97 80 190 149 162 127 56.7 44.6
Earnings before income taxes ...... 477 400 715 598 548 399 988 392 2728 1789
Income taxes. ................. 31 120 193 179 148 78 284 5.7 65.6 43.4
Netearnings . ................. $446 8% 2808% 52254198 40.0% 3213 704 $335% 20728 1355
Basic earnings per share . . ... ... .. $073$046 5086 %0688 0658$05281148$0548 3388 219
Diluted earnings per ............ 070 043 082 0.64 062 049 107 053 3.21 2.08
Dividends per share . . . .......... 0.090 0.085 0.090 0.085 0.110 0.090 0110 0.090 0400 0.350
Stock price—High .. ............ 3403 51.07 42.03 5247 4698 4825 5131 39.72 5131 5247
Stock price—Low .. ............ 28.50 42.18 33.87 43.57 40.60 3698 4638 2578 2850 25.78

(a) In the fourth quarter of each year the Company records an accrual for its non-discretionary performance-
based compensation plans as final performance against plan targets becomes known. Additionally, the
Company charges an estimate of the costs of certain employee benefits to expense in each quarter of the year,
and in the fourth quarter of each year, when these final costs are known, adjusts this accrual if necessary.
Accordingly, the Company recorded a net charge of $18.7 million in the fourth quarter of 2003 for
performance-based compensation and employee benefits. A similar net charge in the fourth quarter of 2002

was not material.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Ttem 9A. Controls and Procedures

The Company maintains disclosure controls and procedures that are designed to ensure that
information required to be disclosed in the Company’s Exchange Act reports is recorded, processed,
summarized and reported within the time periods specified in the SEC’s rules and forms, and that such
information is accumulated and communicated to the Company’s management, including its Chief
Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding
required disclosure. In designing and evaluating the disclosure controls and procedures, management
recognizes that any controls and procedures, no matter how well designed and operated, can provide
only reasonable assurance of achieving the desired control objectives, and management necessarily is
required to apply its judgment in evaluating the cost-benefit relationship of possible controls and
procedures. As of December 31, 2003, the end of the fiscal quarter covered by this report, the
Company carried out an evaluation, under the supervision and with the participation of the Company’s
management, including the Company’s Chief Executive Officer and the Company’s Chief Financial
Officer, of the effectiveness of the design and operation of the Company’s disclosure controls and
procedures. Based on the foregoing, the Company’s Chief Executive Officer and Chief Financial
Officer concluded that the Company’s disclosure controls and procedures were effective at the
reasonable assurance level. There has been no change in the Company’s internal controls over financial
reporting during the company’s most recent fiscal quarter that has materially affected, or is reasonably
likely to materially affect, the Company’s internal controls over financial reporting.
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PART I
Item 19. Directors and Officers of the Registrant

Directors—the information with respect to directors required by this Item is incorporated herein
by reference to those parts of Beckman Coulter’s Proxy Statement for the Annual Meeting of
Stockholders to be held April 1, 2004 entitled “ELECTION OF DIRECTORS” and “ADDITIONAL
INFORMATION ABOUT THE BOARD OF DIRECTORS.”

Executive Officers—The information with respect to executive officers required by this Item is set
forth in Part I of this report.

Code of Ethics—Beckman Coulter has adopted a code of ethics that applies to its principal
executive officer, principal financial officer, principal accounting officer or controller and persons
performing similar functions. Beckman Coulter will provide a copy of the code of ethics to any person,
without charge, upon request, by writing to the Company at “Beckman Coulter, Inc., Office of Investor
Relations (M/S A-38-C), 4300 N. Harbor Blvd., PO. Box 3100, Fullerton, CA 92834-3100”.

Item 11. Executive Compensation

The information with respect to executive compensation required by this Item is incorporated by
reference to that part of Beckman Coulter’s Proxy Statement for the Annual Meeting of Stockholders
to be held April 1, 2004 entitled “EXECUTIVE COMPENSATION”, excluding those sections entitled
“ORGANIZATION AND COMPENSATION COMMITTEE REPORT ON EXECUTIVE
COMPENSATION” and “PERFORMANCE GRAPH”.

Item 12. Security Ownership of Certain Beneficial Owners and Management

The information with respect to security ownership required by this Item is incorporated by
reference to that part of Beckman Coulter’s Proxy Statement for the Annual Meeting of Stockholders
to be held April 1, 2004 entitled “SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS
AND MANAGEMENT.”

Item 13. Certain Relationships and Related Transactions

The information with respect to certain relationships and related transactions required by this Item
is incorporated by reference to that part of Beckman Coulter’s Proxy Statement for the Annual
Meeting of Stockholders to be held April 1, 2004 entitled “ADDITIONAL INFORMATION ABOUT
THE BOARD OF DIRECTORS, Compensation Committee Interlocks and Insider Participation.”

Item 14. Principal Accounting Fees and Services

The information required by this Item is incorporated by reference to that part of Beckman
Coulter’s Proxy Statement for the Annual Meeting of Stockholders to be held April 1, 2004 entitled
“INDEPENDENT PUBLIC ACCOUNTANTS”.
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PART IV
Item 15. Exhibits, Financial Statement Schedules, and Reports on Form 8-K
(a)(1),(a)}(2) Financial Statements and Financial Statement Schedules
(a)(3) Exhibits

* Management contracts and compensatory plans or arrangements are identified by an asterisk.

2.1 Stock Purchase Agreement among Coulter Corporation, The Stockholders of Coulter
Corporation and Beckman Coulter, dated as of August 29, 1997 (incorporated by reference to
Exhibit 2.1 of Beckman Coulter’s Report on Form 8-K dated November 13, 1997, File
No. 001-10109). (Note: Confidential treatment has been obtained for portions of this
document).

3.1  Amended and Restated By-Laws of Beckman Coulter, as of June 10, 2003 (incorporated by
reference to Exhibit 3.0 of Beckman Coulter’s Quarterly Report to the Securities and
Exchange Commission on Form 10-Q for the quarterly period ended September 30, 2003, File
No. 001-10109).

3.2 Fifth Restated Certificate of Incorporation dated April 24, 2000 (incorporated by reference to
Exhibit 3.1 of the Company’s submission on Form S-3 filed with the Securities and Exchange
Commission on May 5, 2000, File No. 333-02317).

41  Specimen Certificate of Common Stock (incorporated by reference to Exhibit 4.1 of
Amendment No. 1 to Beckman Coulter’s Form S-1 Registration Statement, File
No. 33-24572).

42  Rights Agreement between Beckman Coulter and Morgan Shareholder Services Trust
Company, as Rights Agent, dated as of March 28, 1989 (incorporated by reference to
Exhibit 4 of the Company’s current report on Form 8-K filed with the Securities and Exchange
Commission on April 25, 1989, File No. 001-10109).

43  First amendment to the Rights Agreement dated as of March 28, 1989 between Beckman
Coulter and First Chicago Trust Company of New York (formerly Morgan Shareholder
Services Trust Company), as Rights Agent, dated as of June 24, 1992 (incorporated by
reference to Exhibit 1 of Beckman Coulter’s current report on Form 8-K filed with the
Securities and Exchange Commission on July 2, 1992, File No. 001-10109).

4.4 Senior Indenture between Beckman Coulter and The First National Bank of Chicago as
Trustee, dated as of May 15, 1996, filed in connection with the Form S-3 Registration
Statement filed with the Securities and Exchange Commission on April 5, 1996, File
No. 333-02317 (incorporated by reference to Exhibit 10.1 of Beckman Coulter’s Quarterly
Report to the Securities and Exchange Commission on Form 10-Q for the quarterly period
ended June 30, 1996, File No. 001-10109).

4.5  7.05% Debentures Due June 1, 2026, filed in connection with the Form S-3 Registration
Statement filed with the Securities and Exchange Commission on April 5, 1996, File
No. 333-02317 (incorporated by reference to Exhibit 10.2 of Beckman Coulter’s Quarterly
Report to the Securities and Exchange Commission on Form 10-Q for the quarterly period
ended June 30, 1996, File No. 001-10109).
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4.6

4.7

4.8

49

4.10

4.11

4.12

4.13

4.14

415

4.16

Amendment 1998-1 to Beckman Coulter’s Employees’ Stock Purchase Plan dated December 9,
1998 (incorporated by reference to Exhibit 4.6 of Beckman Coulter’s Annual Report to the
Securities and Exchange Commission on Form 10-K for the fiscal year ended December 31,
1998, File No. 001-10109).

Stockholder Protection Rights Agreement dated as of February 4, 1999 (incorporated by
reference to Exhibit 4 of the Company’s Form 8-K filed with the Securities and Exchange
Commission on February 8, 1999, File No. 995-23266).

Indenture dated as of March 4, 1998 by and between Beckman Coulter, The First National
Bank of Chicago, as trustee, and Beckman Instruments (Naguabo) Inc., SmithKline
Diagnostics, Inc., Hybritech Incorporated, Coulter Leasing Corporation and Coulter
Corporation (incorporated by reference to Exhibit 4.1 to the Form S-4 Registration Statement
filed with the Securities and Exchange Commission on April 17, 1998, File No. 333-50409).

Supplemental Indenture No. 1, dated as of March 6, 1998, between Beckman Instruments, Inc.
and The First National Bank of Chicago, as Trustee, to the Senior Indenture dated as of

May 15, 1996 (incorporated by reference to Exhibit 4.13 to the Form S-3 Registration
Statement filed with the Securities and Exchange Commission on April 13, 2001, File

No. 333-58968).

Supplemental Indenture No. 2, dated as of March 6, 1998, among Beckman Instruments
(Naguabo) Inc., Hybritech Incorporated, SmithKline Diagnostics, Inc., Coulter Corporation,
Coulter Leasing Corporation, Beckman Instruments, Inc., and The First National Bank of
Chicago, as Trustee, to the Senior Indenture dated as of May 15, 1996 (incorporated by
reference to Exhibit 4.14 to the Form S-3 Registration Statement filed with the Securities and
Exchange Commission on April 13, 2001, File No. 333-58968).

Senior Indenture between Beckman Coulter, Inc. and Citibank N.A. as Trustee dated April 25,
2001 (incorporated by reference to Exhibit 4.1 to the submission on Form S-3/A filed with the
Securities and Exchange Commission on April 26, 2001, File No. 333-58968).

First Supplemental Indenture dated as of November 19, 2001 among Beckman Coulter as
Issuer, Coulter Corporation and Hybritech Incorporated as Guarantors, and Citibank N.A. as
Trustee (incorporated by reference to Exhibit 4.12 of the Company’s Form 10-K filed with the
Securities and Exchange Commission on February 22, 2002, File No. 001-10109).

Beckman Coulter, Inc. Executive Deferred Compensation Plan (Amended and Restated
Effective as of May 1, 2002) (incorporated by reference to Exhibit 4.1 to the Form S-8
Registration Statement filed July 31, 2002, File No. 333-97383).

Beckman Coulter, Inc. Executive Restoration Plan (Amended and Restated Effective as of
May 1, 2002) (incorporated by reference to Exhibit 4.2 to the Form S-8 Registration
Statement filed July 31, 2002, File No. 333-97383).

Beckman Coulter, Inc. Deferred Directors’ Fee Program (Amended and Restated Effective as
of May 1, 2002) (incorporated by reference to Exhibit 4.3 to the Form S-8 Registration
Statement filed July 31, 2002, File No. 333-97383).

Master Trust Agreement for Beckman Coulter, Inc.’s Executive Plans (incorporated by
reference to Exhibit 4.4 to the Form S-8 Registration Statement filed July 31, 2002, File
No. 333-97383).
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10.1

10.2

10.3

104

*10.5

*10.6

*10.7

*10.8

109

10.10

Credit Agreement dated as of October 31, 1997 among the Company as Borrower, the Initial
Lenders and the Initial Issuing Banks named therein, and Citicorp USA, Inc. as Agent
(incorporated by reference to Exhibit 10.1 of Beckman Coulter’s Quarterly Report to the
Securities and Exchange Commission on Form 10-Q for the quarterly period ended
September 30, 1997, File No. 001-10109).

Guaranty dated as of October 31, 1997 made by each Guarantor Subsidiary (as defined in the
Credit Agreement, Exhibit 10.1 herein) of Beckman Coulter, in favor of the Lender Parties (as
defined in the Credit Agreement) (incorporated by reference to Exhibit 10.2 of Beckman
Coulter’s Quarterly Report to the Securities and Exchange Commission on Form 10-Q for the
quarterly period ended September 30, 1997, File No. 001-10109).

Line of Credit Agreement dated as of June 26, 1998 and Line of Credit Promissory Note in
favor of Mellon Bank, N.A., dated as of March 25, 1998. (incorporated by reference to
Exhibit 10.3 of Beckman Coulter’s Annual Report to the Securities and Exchange Commission
on Form 10-K for the Fiscal Year ended December 31, 1998, File No. 001-10109).

Benefit Equity Amended and Restated Trust Agreement between Beckman Coulter and
Mellon Bank, N.A., as Trustee, for assistance in meeting stock-based obligations of the
Company, dated as of February 10, 1997 (incorporated by reference to Exhibit 10.7 of
Beckman Coulter’s Annual Report to the Securities and Exchange Commission on Form 10-K
for the Fiscal Year ended December 31, 1997, File No. 001-10109).

Beckman Coulter’s Incentive Compensation Plan of 1990, amended and restated April 4, 1997,
with amendments approved by stockholders April 3, 1997 and effective January 1, 1997
(incorporated by reference to Exhibit 10 of Beckman Coulter’s Quarterly Report to the
Securities and Exchange Commission on Form 10-Q for the quarterly period ended March 31,
1997, File No. 001-10109).

Amendment to Beckman Coulter’s Incentive Compensation Plan of 1990 adopted
December 5, 1997 (incorporated by reference to Exhibit 4.1 to Post-Effective Amendment
No. 1 to the Form S-8 Registration Statement filed January 13, 1998, Registration

No. 333-24851).

Beckman Coulter’s Incentive Compensation Plan, as amended by the Beckman Coulter’s
Board of Directors on October 26, 1988 and as amended and restated by Beckman Coulter’s
Board of Directors on March 28, 1989 (incorporated by reference to Exhibit 10.16 of Beckman
Coulter’s Annual Report to the Securities and Exchange Commission on Form 10-K for the
fiscal year ended December 31, 1989, File No. 001-10109).

Amendment to Beckman Coulter’s Incentive Compensation Plan, adopted December 5, 1997
(incorporated by reference to Exhibit 4.2 to Post Effective Amendment No. 1 to the Form S-8
Registration statement, filed January 13, 1998, Registration No. 33-31573).

Restricted Stock Agreement and Election (Cycle Three—Economic Value Added Incentive
Plan), adopted by Beckman Coulter in 1996 (incorporated by reference to Exhibit 10.15 of the
Company’s Annual Report to the Securities and Exchange Commission on Form 10-K for the
fiscal year period ended December 31, 1996, File No. 001-10109).

Form of Restricted Stock Agreement, dated as of January 3, 1997, between Beckman Coulter
and certain of its Executive Officers and certain other key employees (incorporated by
reference to Exhibit 10.1 of Beckman Coulter’s Quarterly Report to the Securities and
Exchange Commission on Form 10-Q for the quarterly period ended June 30, 1997, File

No. 001-10109).
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10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

Beckman Coulter’s Supplemental Pension Plan, adopted by the Company October 24, 1990
(incorporated by reference to Exhibit 10.4 of Beckman Coulter’s Annual Report to the
Securities and Exchange Commission on Form 10-K for the fiscal year ended December 31,
1990, File No. 001-10109).

Amendment 1995-1 to Beckman Coulter’s Supplemental Pension Plan, adopted by Beckman
Coulter in 1995, effective as of October 1, 1993 (incorporated by reference to Exhibit 10.17 of
the Company’s Annual Report to the Securities and Exchange Commission on Form 10-K for
the fiscal year ended December 31, 1996, File No. 001-10109).

Amendment 1996-1 to Beckman Coulter’s Supplemental Pension Plan, dated as of
December 9, 1996 (incorporated by reference to Exhibit 10.18 of Beckman Coulter’s Annual
Report to the Securities and Exchange Commission on Form 10-K for the fiscal year ended
December 31, 1996, File No. 001-10109).

Stock Option Plan for Non-Employee Directors, amended and restated effective as of
August 7, 1997, (incorporated by reference to Exhibit 4.1 of Beckman Coulter’s Registration
Statement on Form S-8 filed with the Securities and Exchange Commission on October §,
1997, Registration No. 333-37429).

Agreement Regarding Retirement Benefits of Albert Ziegler, dated June 16, 1995, between
Beckman Coulter and Albert Ziegler (incorporated by reference to exhibit 10.22 of Beckman
Coulter’s Annual Report to the Securities and Exchange Commission on Form 10-K for the
fiscal year ended December 31, 1995, File No. 001-10109).

Agreement Regarding Retirement Benefits of Fidencio M. Mares, adopted and dated April 30,
1996, between Beckman Coulter and Fidencio M. Mares (incorporated by reference to

Exhibit 10.3 of Beckman Coulter’s Quarterly Report to the Securities and Exchange
Commission on Form 10-Q for the quarterly period ended June 30, 1996, File No. 001-10109).

Amendment 1997-1 to Beckman Coulter’s Employees’ Stock Purchase Plan, adopted effective
January 1, 1998 and dated October 20, 1997 (incorporated by reference to Exhibit 10.3 of the
Company’s Quarterly Report to the Securities and Exchange Commission on Form 10-Q for
the quarterly period ended September 30, 1997, File No. 001-10109).

Beckman Coulter’s Amended and Restated Deferred Directors’ Fee Program, amended as of
June 5, 1997 (incorporated by reference to Exhibit 10.6 of Beckman Coulter’s Quarterly
Report to the Securities and Exchange Commission on Form 10-Q for the quarterly period
ended September 30, 1997, File No. 001-10109).

Amendment 1997-2 to Beckman Coulter’s Supplemental Pension Plan, adopted as of
October 31, 1997 (incorporated by reference to Exhibit 10.7 of Beckman Coulter’s Quarterly
Report to the Securities and Exchange Commission on Form 10-Q for the quarterly period
ended September 30, 1997, File No. 001-10109).

Form of Restricted Stock Award Agreement between Beckman Coulter and its non-employee
Directors, effective as of October 3, 1997 (incorporated by reference to Exhibit 4.1 of the
Company’s Registration Statement on Form S-8 filed with the Securities and Exchange
Commission on October 8, 1997, Registration No. 333-37429).

Form of Stock Option Grant for non-employee Directors (incorporated by reference to
Exhibit 4.3 of Beckman Coulter’s Registration Statement on Form S-8 filed with the Securities
and Exchange Commission on October 8, 1997, Registration No. 333-37429).
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*10.22

*10.23

*10.24

10.25

10.26

10.27

10.28

*10.29

10.30

10.31

10.32

Beckman Coulter’s Employees’ Stock Purchase Plan, amended and restated as of November 1,
1996, filed in connection with the Form S-8 Registration Statement filed with the Securities
and Exchange Commission on December 19, 1995, File No. 33-65155 (incorporated by
reference to Exhibit 10.29 of Beckman Coulter’s Annual Report to the Securities and
Exchange Commission on Form 10-K for the fiscal year ended December 31, 1997, File

No. 001-10109).

Beckman Coulter’s Option Gain Deferral Program, dated January 14, 1998 (incorporated by
reference to Exhibit 4.2 of Post-Effective Amendment No. 1 to the Form S-8 Registration
Statement filed with the Securities and Exchange Commission on January 13, 1998,
Registration No. 333-24851).

Form of Coulter’s Special Incentive Plan and Sharing Bonus Plan, assumed by Beckman
Coulter October 31, 1997 (incorporated by reference to Exhibit 10.38 of Beckman Coulter’s
Annual Report to the Securities and Exchange Commission on Form 10-K for the fiscal year
ended December 31, 1997, File No. 001-10109).

Distribution Agreement, dated as of April 11, 1989, among SmithKline Beckman Corporation
Beckman Coulter, and Allergan, Inc. (incorporated by reference to Exhibit 3 of SmithKline
Beckman Corporation’s Current Report on Form 8-K filed with the Securities and Exchange
Commission on April 14, 1989, File No. 1-4077).

Amendment to the Distribution Agreement effective as of June 1, 1989, among SmithKline
Beckman Corporation, Beckman Coulter and Allergan, Inc. (incorporated by reference to
Exhibit 10.26 of Amendment No. 2 to Beckman Coulter’s Form S-1 Registration Statement,
File No. 33-28853).

Cross-Indemnification Agreement between Beckman Coulter and SmithKline Beckman
Corporation (incorporated by reference to Exhibit 10.1 of Amendment No. 1 to Beckman
Coulter’s Form S-1 Registration Statement, File No. 33-24572).

Amendment No. 1, dated April 3, 1998, to the Credit Agreement by and among Beckman
Coulter, as borrower, the Initial Lenders and the Issuing Banks named therein, and Citicorp
USA, Inc. as Agent dated October 31, 1997 (incorporated by reference to Exhibit 10.1 of
Beckman Coulter’s Quarterly Report to the Securities and Exchange Commission on

Form 10-Q for the quarter ended March 31, 1998, File No. 001-10109).

Amendment No. 1998-1, adopted and effective as of April 2, 1998, to Beckman Coulter’s 1998
Incentive Compensation Plan (incorporated by reference to Exhibit 10.2 of Beckman Coulter’s
Quarterly Report to the Securities and Exchange Commission on Form 10-Q for the quarter
ended March 31, 1998, File No. 001-10109).

Lease Agreement made as of June 25, 1998, among Beckman Coulter, Inc., NPDC-EY Brea
Trust, and NPDC-RI Brea Trust (incorporated by reference to Exhibit 2.5 of Beckman
Coulter’s Current Report on Form &-K filed with the Securities and Exchange Commission on
July 9, 1998, File No. 001-10109).

Lease Agreement made as of June 25, 1998, between Beckman Coulter, Inc., and Cardbeck
Chaska Trust (incorporated by reference to Exhibit 2.6 of Beckman Coulter’s Current Report
on Form 8-K filed with the Securities and Exchange Commission on July 9, 1998, File

No. 001-10109).

Lease Agreement made as of June 25, 1998, between Coulter Corporation and Cardbeck
Miami Trust (incorporated by reference to Exhibit 2.7 of Beckman Coulter’s Current Report
on Form 8-K filed with the Securities and Exchange Commission on July 9, 1998, File

No. 001-10109).
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10.33

10.34

10.35

10.36

10.37

10.38

*10.39

*10.40

*10.41

*10.42

*10.43

Lease Agreement made as of June 25, 1998, among Beckman Coulter, Inc., NPDC-EY Palo
Alto Trust, and NPDC-R1 Palo Alto Trust (incorporated by reference to Exhibit 2.8 of the
Company’s current report on Form 8-K filed with the Securities and Exchange Commission on
July 9, 1998, File No. 001-10109).

Lease Modification Agreement made as of June 25, 1998, among Beckman Coulter, Inc,,
NPDC-EY Brea Trust, and NPDC-RI Brea Trust (incorporated by reference to Exhibit 2.9 of
the Company’s current report on Form 8-K filed with the Securities and Exchange
Commission on July 9, 1998, File No. 001-10109).

Lease Modification Agreement made as of June 25, 1998, among Beckman Coulter, Inc. and
Cardbeck Chaska Trust (incorporated by reference to Exhibit 2.10 of Beckman Coulter’s
current report on Form 8-K filed with the Securities and Exchange Commission on July 9,
1998, File No. 001-10109).

Lease Modification Agreement made as of June 25, 1998, among Coulter Corporation and
Cardbeck Miami Trust (incorporated by reference to Exhibit 2.11 of Beckman Coulter’s
Current Report on Form 8-K filed with the Securities and Exchange Commission on July 9,
1998, File No. 001-10109).

Lease Modification Agreement made as of June 25, 1998, among Beckman Coulter, Inc.,
NPDC-EY Palo Alto Trust, and NPDC-RI Palo Alto Trust (incorporated by reference to
Exhibit 2.12 of Beckman Coulter’s Current Report on Form 8-K filed with the Securities and
Exchange Commission on July 9, 1998, File No. 001-10109).

Guaranty of Lease, executed as of June 25, 1998, by Beckman Coulter, Inc. for the benefit of
Cardbeck Miami Trust (incorporated by reference to Exhibit 2.13 of Beckman Coulter’s
current report on Form 8-K filed with the Securities and Exchange Commission on July 9,
1998, File No. 001-10109).

Beckman Coulter’'s Amended and Restated Executive Deferred Compensation Plan dated
October 28, 1998, effective as of September 1, 1998 (incorporated by reference to Exhibit 4.1
of Beckman Coulter’s Registration Statement on Form S-8 filed with the Securities and
Exchange Commission on December 18, 1998, Registration No. 333-69249).

Beckman Coulter’s Amended and Restated Executive Restoration Plan dated October 28,
1998, effective as of September 1, 1998 (incorporated by reference to Exhibit 4.1 of the
Company’s Registration Statement on Form S-8 filed with the Securities and Exchange
Commission on December 18, 1998, Registration No. 333-69251).

Beckman Coulter’s Amended and Restated Savings Plan dated December 24, 1998, effective
as of September 1998 (incorporated by reference to Exhibit 4.1 of the Company’s Registration
Statement on Form S-8 filed with the Securities and Exchange Commission on February 10,
1999, Registration No. 333-72081).

Amendment 1998-1, adopted and effective as of April 2, 1998 to Beckman Coulter’s 1998
Incentive Compensation Plan (incorporated by reference to Exhibit 10.2 of Beckman Coulter’s
Quarterly Report to the Securities and Exchange Commission on Form 10-Q for the quarterly
period ended March 31, 1998, File No. 001-10109).

Amendment 1999-1, adopted October 22, 1999 and effective as of September 1, 1998, to the
Beckman Coulter, Inc. Executive Restoration Plan (incorporated by reference to Exhibit 10.2
of Beckman Coulter’s Quarterly Report to the Securities and Exchange Commission on
Form 10-Q for the quarter ended September 30, 1999, File No. 001-10109).
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*10.44

*10.45

*10.46

*10.47

*10.48

*10.49

*10.50

*10.51

*10.52

*10.53

*10.54

Amendment 1999-2, adopted November 23, 1999, to the Beckman Coulter, Inc. 1998 Incentive
Compensation Plan (incorporated by reference to Exhibit 10.51 of Beckman Coulter’s Annual
Report to the Securities and Exchange Commission on Form 10-K for the fiscal year ended
December 31, 1999, File No. 001-10109).

Amendment 1999-1, adopted December 20, 1999, to the Beckman Coulter, Inc. Savings Plan
(incorporated by reference to Exhibit 10.52 of Beckman Coulter’s Annual Report to the
Securities and Exchange Commission on Form 10-K for the fiscal year ended December 31,
1999, File No. 001-10109).

Change of Control Agreement between Beckman Coulter, Inc. and John P Wareham, dated as
of January 1, 2000 (incorporated by reference to Exhibit 10.53 of Beckman Coulter’s Annual
Report to the Securities and Exchange Commission on Form 10-K for the fiscal year ended
December 31, 1999, File No. 001-10109).

2000 Annual Incentive Plan (AIP) (incorporated by reference to Exhibit 10.1 of Beckman
Coulter’s Quarterly Report to the Securities and Exchange Commission on Form 10-Q for the
quarter ended March 31, 2000, File No. 001-10109).

Beckman Coulter, Inc. Savings Plan, Amendment 2000-1, dated June 5, 2000 (incorporated by
reference to Exhibit 10.1 of Beckman Coulter’s Quarterly Report to the Securities and
Exchange Commission on Form 10-Q for the quarter ended June 30, 2000, File

No. 001-10109).

Beckman Coulter, Inc. Executive Deferred Compensation Plan, Amendment 2000-1, dated
October 19, 2000 (incorporated by reference to Exhibit 10.1 of Beckman Coulter’s Quarterly
Report to the Securities and Exchange Commission on Form 10-Q for the quarter ended
September 30, 2000, File No. 001-10109).

Beckman Coulter, Inc. Executive Deferred Compensation Plan, Amendment 2000-2, dated
October 19, 2000 (incorporated by reference to Exhibit 10.2 of Beckman Coulter’s Quarterly
Report to the Securities and Exchange Commission on Form 10-Q for the quarter ended
September 30, 2000, File No. 001-10109).

Beckman Coulter, Inc. Executive Restoration Plan, Amendment 2000-1, dated October 19,
2000 (incorporated by reference to Exhibit 10.3 of Beckman Coulter’s Quarterly Report to the
Securities and Exchange Commission on Form 10-Q for the quarter ended September 30,
2000, File No. 001-10109).

Form of Change in Control Agreement, dated as of January 1, 2001, between Beckman
Coulter, certain of its Executive Officers and certain other key employees (incorporated by
reference to Exhibit 10.55 of Beckman Coulter’s Annual Report to the Securities and
Exchange Commission on Form 10-K for the fiscal year ended December 31, 2001, File
No. 001-10109).

Amendment 2000-2 adopted December 21, 2000 to the Beckman Coulter, Inc. Savings Plan
(incorporated by reference to Exhibit 10.56 of Beckman Coulter’s Annual Report to the
Securities and Exchange Commission on Form 10-K for the fiscal year ended December 31,
2001, File No. 001-10109).

Executive Retention Incentive Program Summary (February 2001) (incorporated by reference
to Exhibit 10.57 of Beckman Coulter’s Annual Report to the Securities and Exchange
Commission on Form 10-K for the fiscal year ended December 31, 2001, File No. 001-10109).
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*10.55

*10.56

*10.57

*10.58

*10.59

*10.60

*10.61

10.62

10.63

10.64

*10.65

Amendment Number 2001-1 to the Beckman Coulter, Inc. Supplemental Pension Plan,
adopted June 29, 2001 and effective as of January 1, 2001 (incorporated by reference to
Exhibit 10.1 of Beckman Coulter’s Quarterly Report to the Securities and Exchange
Commission on Form 10-Q for the quarterly period ended September 30, 2001, File
No. 001-10109).

2001 Annual Incentive Plan (AIP) (incorporated by reference to Exhibit 10.2 of Beckman
Coulter’s Quarterly Report to the Securities and Exchange Commission on Form 10-Q for the
quarterly period ended September 30, 2001, File No. 001-10109).

Amendment Number 2001-1 to the Beckman Coulter, Inc. Savings Plan, adopted November 1,
2001 (incorporated by reference to Exhibit 10.3 of Beckman Coulter’s Quarterly Report to the
Securities and Exchange Commission on Form 10-Q for the quarterly period ended
September 30, 2001, File No. 001-10109).

Amendment Number 2001-1 to the Beckman Coulter, Inc. Employees’ Stock Purchase Plan,
adopted September 25, 2001 (incorporated by reference to Exhibit 10.4 of Beckman Coulter’s
Quarterly Report to the Securities and Exchange Commission on Form 10-Q for the quarterly
period ended September 30, 2001, File No. 001-10109).

Addendum to the Agreement Regarding Retirement Benefits of Fidencio M. Mares, dated
August 10, 2001 (incorporated by reference to Exhibit 10.5 of Beckman Coulter’s Quarterly
Report to the Securities and Exchange Commission on Form 10-Q for the quarterly period
ended September 30, 2001, File No. 001-10109).

Addendum to the Agreement Regarding Retirement Benefits of Albert Ziegler, dated
August 20, 2001 (incorporated by reference to Exhibit 10.6 of Beckman Coulter’s Quarterly
Report to the Securities and Exchange Commission on Form 10-Q for the quarterly period
ended September 30, 2001, File No. 001-10109).

2002 Annual Incentive Plan (AIP) (incorporated by reference to Exhibit 10.1 of Beckman
Coulter’s Quarterly Report to the Securities and Exchange Commission on Form 10-Q for the
quarterly period ended March 31, 2002, File No. 001-10109).

Credit Agreement dated as of July 10, 2002 among Beckman Coulter, Inc. as Borrower, the
Initial Lenders named therein, Citicorp USA, Inc. as Sole Administrative Agent, Bank of
America, N.A. as Sole Syndication Agent, and Salomon Smith Barney, Inc. and Banc of
America Securities, LLC as Joint Lead Arrangers and Joint Bookrunners (incorporated by
reference to Exhibit 10.1 of Beckman Coulter’s Quarterly Report to the Securities and
Exchange Commission on Form 10-Q for the quarterly period ended June 30, 2002, File
No. 001-10109).

Amendment Number 2002-1 to the Beckman Coulter, Inc. Savings Plan, adopted

November 25, 2002 (incorporated by reference to Exhibit 10.64 of Beckman Coulter’s Annual
Report to the Securities and Exchange Commission on Form 10-K for the fiscal year ended
December 31, 2002, File No. 0601-10109)

Amendment Number 2002-2 to the Beckman Coulter, Inc. Savings Plan, adopted

December 20, 2002 (incorporated by reference to Exhibit 10.65 of Beckman Couiter’s Annual
Report to the Securities and Exchange Commission on Form 10-X for the fiscal year ended
December 31, 2002, File No. 001-10109).

2003 Annual Incentive Plan (AIP) 2002 Annual Incentive Plan (AIP) (incorporated by
reference to Exhibit 10.1 of Beckman Coulter’s Quarterly Report to the Securities and
Exchange Commission on Form 10-Q for the quarterly period ended March 31, 2003, File
No. 001-10109).

89




10.66 Amendment 2003-1 to the Beckman Coulter, Inc. Deferred Director’s Fee Program adopted
December 17, 2003.

10.67 Amendment 2003-1 to the Beckman Coulter, Inc. Executive Deferred Compensation Plan,
adopted December 17, 2003.

10.68 Letter Agreement between Beckman Coulter, Inc. and Edgar E. Vivanco dated January 16,
2004.

11. Statement regarding computation of per share earnings (incorporated by reference to the
discussions of “Earnings Per Share” located in Note 14 of the Consolidated Financial
Statements for the year ended December 31, 2003 included in Item 8 of this report).

21. Significant Subsidiaries
23. Consent of KPMG LLP
31 Rule 13a-14(a)/15d-14(a) Certifications
32 Section 1350 Certifications
99.1  II. Valuation and Qualifying Accounts
(b) Reports on Form 8-K Filed During the Fourth Quarter ended December 31, 2003.

1) Results of Operations and Financial Condition “Beckman Coulter Announces 26.5% EPS
Increase for Third Quarter 2003 filed October 30, 2003

2) Regulation FD Disclosure “Beckman Coulter Names Garrett President and Chief Operating
Officer” filed December 19, 2003
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.

BECKMAN COULTER, INC.

Date: February 5, 2004 By /s/ JOHN P. WAREHAM

John P. Wareham
Chairman of the Board and
Chief Executive Officer

POWER OF ATTORNEY

Each person whose signature appears below appoints John P. Wareham, William H. May, and
James T. Glover, and each of them, as his or her true and lawful attorneys-in-fact and agents with full
power of substitution and resubstitution, for him or her and in his or her name, place and stead, in any
and all capacities, to sign any or all amendments to this Annual Report on Form 10-K, and to file the
same, with all exhibits thereto, and all documents in connection therewith, with the Securities and
Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them, full power
and authority to do and perform each and every act and thing requisite and necessary to be done in
and about the foregoing, as fully to all intents and purposes as he or she might or could do in person,
hereby ratifying and confirming all that said attorneys-in-fact and agents, or any of them or their
substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Et_]g %
/s/ JOHN P. WAREHAM Chairman of the Board
Tohn P. Wareham and Chief Executive Officer February 3, 2004

Vice President, Controller and
/s/ JAMES T. GLOVER Interim Chief Financial Officer
James T. Glover (Principal Financial and
Accounting Officer)

February 5, 2004

/s{ HugH K. COBLE
Hugh K. Coble

Director February 5, 2004

/s/ PETER B. DERVAN, PH.D.
Peter B. Dervan, Ph.D.

Director February 5, 2004
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Signature

Ronald W. Dollens

/s/ CHARLES A. HAGGERTY

Charles A. Haggerty

/s/ VaN B. HONEYCUTT

Van B. Honeycutt

/s/ WiLLIAM N. KELLEY, M.D.

William N. Kelley, M.D.

/s/ RisAa J. LaAviZzzo-MOUREY, M.D.

Risa J. Lavizzo-Mourey, M.D.

/s/ GLENN S. SCHAFER

Glenn S. Schafer

/s/ BETTY WOODS

Betty Woods

Director

Director

Director

Director

Director

Director

Director

92

Title

Date

February , 2004

February 5, 2004

February 5, 2004

February 5, 2004

February 5, 2004

February 5, 2004

February 5, 2004




Corporate Information

Board of Directors

Johan. Wareham
Chairman and Chief Executive Officer,

Beckman Coulter, Inc.

Hugh K. Coble
Vice Chairman Emeritus,
Fluor Corporation

Peter B. Dervan, Ph.D.

Bren Professor of Chemistry in the
Division of Chemistry and Chemical
Engineering ar the California Institute

of Technology

Ronald W. Dollens
President and Chief Executive Officer,
Guidanr Corporation

Charles A. Haggerty
Chief Executive Officer,
Le Conte Assoc., LLC

Van B. Honeycurte
Chairman and Chief Executive Officer,

Computer Sciences Corporation

William N. Kelley, M.D.
Proféssor of Medicine at the University
of Pennsylvania School of Medicine

Risa J. Lavizzo-Mourey, M.D.
President and Chief Executive Officer,
the Robert Wood Johnson Foundation

Glenn S. Schafer
President and Board Member,
Pacific Life Insurance Company

. :Betty Woods

- Former President and Chief Executive
_.Officer, Premera Blue Cross (formerly
; Blue Cross of %{/ﬁingwn and Alaska)

Forward-looking Statements

Executive Officers

John P. Wareham
Chairman and Chief Executive Officer

Scott Garrert

President and Chief Operating Officer
Elias Caro

President, Biomedical Research Division

James T. Glover
Vice President, Controller
and (Interim) Chief Financial Officer

Paul Glyer

Vice President-Director and Treasurer

Fidencio M. Mares
Vice President, Human Resources and
Corporate Communications

William H. May
Vice President, General Counsel and
Secretary

Edgar E. Vivanco*
Vice President, Operations

*Retired in January 2004.

Annual Meeting

The Annual Meeting of Stockholders will
be held on April 1, 2004, at the company’s
headquarters in Fullerton, California.
Each stockholder of record will receive
formal notice of the meeting, together
with the proxy statement and proxy card.
The record date for the 2004 Annual
Meeting was February 2, 2004,

Stock Symbol
NYSE: BEC

Transfer Agent, Registrar and
Dividend Disbursing Agent

EquiServe Trust Company, N.A.
PO. Box 43069

Providence, RI 02940-3069
Telephone: 781-575-2726

Web site: www.equiserve.com

This Annual Report contains forward-tooking statements about Beckman Coulter’s expectations regarding develop-
ments in and the rave of growrh of its markets, sales of its SYNCHRON LX®i clinical system and UniCel Dxl™
immunoassay system and sales and earnings during 2004. The statements are based on information curvently
available and are subject to a number of risks and uncertainties, some of which are ousside of Beckman Coulter’s
control. Acrual results could differ materially. Our Annual Report to the SEC on Form 10-K and other SEC filings
identify factors that could affect those results. Please refer to those documenss for addirional informasion.

© 2004 Beckman Coulter, Inc.

Printed in U.S.A.

Beckman Coulrter

2003 Annual Report

Form 10-K

Beckman Coulter’s Form 10-K Annual
Report is available on the company’s Web
site at www.beckmancoulter.com under
the Investor Relations header, or by writing
or e-mailing your request to:

Beckman Coulter, Inc.

Office of Investor Relations, M/S A-38-C
4300 N. Harbor Boulevard

PO. Box 3100

Fullerton, CA 92834-3100

Fax: 714-773-8613

E-mail: cgskoglund@beckman.com

There are no accounting differences
between the financial statements pre-
sented in this summary Annual Report
and the Form 10-K Annual Report. The
Form 10-K Annual Report provides a full
disclosure of information as required by
the Securities and Exchange Commission
(SEC) regulations.

Investor Relations Contacts

Jeanie D. Herbert

Director, Investor Relations
Telephone: 714-773-7620
E-mail: jdherbert@beckman.com

Cynthia Skoglund
St. Specialist, Investor Relations
Telephone: 714-773-8213

E-mail: cgskoglund@beckman.com

Dividend Reinvestment Plan

Beckman Coulter offers stockholders
a Dividend Reinvestment Plan (DRIP)
providing them with an easy, convenient
opportunity to purchase additional
shares of stock. DRIP information is
available on the company’s Web site at
www.beckmancoulter.com under the
Investor Relations header; or contact either
the company’s transfer agent directly or
Beckman Coulter’s Investor Relations
department.
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